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ABSTRACT 

Analysis of the costs of employing older workers 
indicates that some types of employment costs do vary by age and that 
overall cowpensation costs increase with age, largely because of 
increasing employee benefit costs. There is, however, no statistical 
evidence that direct salary costs increase by age on an economy-wide 
basis. The belief that older workers cost more seems generally 
related to feelings about performance and productivity; however, 
statistical evidence does not indicate generally poorer performance 
or productivity by age, and the limited statistical data available 
refute the basic notion that older workers are less capable. One 
problem that needs to be addressed when discussing an aging work 
force is the problem of skill obsolescence; if older workers are to 
remain c^dt effective, their skills must be continuously updated 
through training and education to assure continued productivity. 
Policymakers must recognize the need for lifelong education, but must 
take care that legislative and regulatory requirements affecting 
employment costs for older workers do not place undue cost or 
administrative problems on employers. Such costs would discourage the 
employment of older workers. (MN) 
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PREFACE 



The aging of the work force will be a prominent issue facing both 
Coixgi vnti and eniployei-s during the coming de<»de. Regardless of the 
exact rate of growth in employment, aJiy degree of suUitAntial eco- 
nomic growth combined with a dramaUc shrinkage in new entrants to 
the hibor force wUl mean a reiatively tighter labor supply m the 
Unite*! «tat«s compared to any time in recent history. This sxtuaUon 
will raise the demand for older workers, yet serious* concerns have been 
raised relating to the costs of an older labor fwce. 

Under circuuisUwices where fewer younger workers will be avail- 
able to meet labor demand, policies encouraging early labor force 
witlidrawal may require modilications. The extent to which employ- 
ment costs are related to age may therefore become an mcreasingly 
signiticant factor in the costs of domg business. V 

The availability of pension benefits at relatively early ages and the 
desire on the part of some to encourage early retirement has fostered 
the view that older employees are "more costly" than younger workers 
and that incentives to retain such employees are not cost effective. 
Some limited studies have attempted to disaggregate eiuployment re- 
lated costs for older employees on a firm specific basis, lo date, how- 
ever, compreliensive data relating to tlie costs and benefits of employ- 
ing older workers has been lackmg. We hope this print will serve to 
clarify the advantages as well as the concerns of employers facmg 
a maturing labor force. * ^ 

Reviewed and examined in this committee prmt ai« the i«>cw>rs 
which affect employment-related costs, and those factors which may be 
related to age. Statistical data on age-related costs is pre^aited to t ^ 
extent that is available. Where no data is available, the issues wludi 
affect costs aiul how tliey relate to age are discussed. The paper deals 
with direct compensation, employee benefits, turnover, and other hu- 
man resources issues. It takes a broad humaji resources perspective and 
al<«) di-als with issues such as training, perfonnancc, and protiuctivity. 

This paiH-r was prepared for the Si>ecml Committee on Aging m 
conjunction with the Emplovee BtMiefits Research Institute l^BKlj, 
a nonprofit research organization designed to investigate all aspects of 
the employee Iviiefits field. The committee and EBRI retained Mal- 
colm Morrison and /una Rappaport for the development of this oaper. 
Mr. Morrison is a faculty research associate in public policy and man- 
agemont at The Wharton School at the University of f ennsylvania. 
Ms. Rappaport is a principal in the Chicago office of Wiiham M. 
Mercer-Meidinger. 

Jonw Heinz, 

Chairman. 
JoHK Glenn, 

Ranking Minority Member. 
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EiECimVE SUMMARY 



The aging of the work force will be of major importance to employ- 
ers during the coming decades and lias policy implicatitms for botli 
tho public and private sectors. Tliis committee print examines factors 
related to patterns of labor costs by age and discussses tho implications 
of these factors. Tlic print discusses direct compensation, employee 
benetitw, turnover, traimng, |HTtormance and productivity, ana pit!s- 
ents botii statistical data and qualitative information. 

The evidence indicates that thei-e are some types of employment 
costs which vary by ago, and tJiat overall compensation costs increase 
by age, largi-lv because of increasing employee benefit costs. There is, 
however, no statistical evidence that direct salary costs on an economy- 
wide basis inci^ast* by age. Employee benelit t<R>ts are not usually sep- 
arated by age, ami individual employers do not generally make hiring 
ami retention decisions on the basis of benefit costs or ditfeaMices m 
such costs. However, gi-neral increase's in medical care cxwts combined 
with an expanding set of laws an<l regulations has serve^^ to focus the 
siH>ttiglit on employee benefit costs for older workers, and it Ls i)ossible 
that eniployens will give motv consideration to this issue in the future. 
Employers wlu) have implemented window early retirement programs 
have also fwiised on this issue. . w 

The iHjIief tlmt older workers cost more seems generally related to 
fwlings about j>erforniance and pnKluctivity. There is no statistical 
evidence io in«luate generally i>o«rer iwrformance or productivity by 
age, antl the limited data available refutes the basic notion that older 
workers are less capable. However, there is a signilicant issue relati^ig 
to iiiuintenamr of skills and training. Over time, as the nature of work 
chuiiges and the skills of the employee are not kept up to date, there 
will Ik- an inc reasing mismatch of skills to the job, lemlingto deteriora- 
tion of iK-rformaiue on that .siH>ci[U' job. If t)lder workers are to be 
cost elTevtive, their skills must Ik; continuously updated through train- 
ing ami ciliu tition to assnie continued prcKluctivity. 

• The two major conclusions from a public policy viewpoint arc as 

follows: ^, . . 

(1) It is extremely important to encourage the niaintenar -> oi 
akWU and lifelong education to prevent ohler worker obsolescent-e 
and to !»iovi'(le individuals with the skills to comiH'te on a fair 
Im^is for jobs within or outside of their companies. ITp-to-date 
skills are more ini{K>rtant than any age-related capabilities in 
himum ivs<»ince costs and older worker productivity. 

(2) U'gislative and regulatory miuirements affecting employ- 
ment vmts for t)l<ler workei^ should not place umlue cost or ad- 
ministrative problems on employers. Such requirements can dis- 
courage the employment of older workers. 




, BEST COPY 

5 



VI 



Tho print is diyidcnl into 7 sctctions follows ; 

^1) Overview of fsctorx affecting tlie co«t of human resources. 
(2) Distrilnition of the compense ion dollar. 

Knipioyee benefit co£4a 
(4) IJeneflt cofitii attributed by age. 
(.">) Coat of ocmipensation packages. 

(6) The older worker in tlM> workplace ; and 

(7) Policy implications and further research issues. 

1 he coiit of lalior yH-r unit produced is a function of direct compen- 
.sation, employee benefitij and what each employee pi-oiluces. What is 
producetl in turn is influenced by factors such as turnover, absenteeism, 
productivity while at work, etc Numerous legal requirements affect 
Ixrnelit plan rtHiuiremeiit.s, and these have been changwl yeveral times 
in the |a.st few years. Section 1 discusses Iwtli the elements of the com- 
lH>nsatioii package and Uie oUier factors which influence cost of 
eiiipioyecs. 

Conventional wisdom suggests that older workers are paid more 
than youngir workers for the same job and therefore older workers 
<-ost niori'- I his rationale has frequently bet>n used to suptwrt early 
rctiivnient pn)gr8ins on the assumptions that younger workers can be 
hired to replace older workers at lower cost. However, section 2 
presents statistical data on family earnings by age and a longitudinal 
study l>ased on inflation adjui^ed eaniings of a group of workers 
c(»vered by .Social .Security over a long time period. These studies 
iiuluttte that older workers overall do not make more, but on the con- 
trary after alx)ut age 50, real earnings decline with age. For individual 
employers, the pattern will de|H;nd on the system of compensation and 
such patterns vary b^ employer. 

However, in s|)ecihc situations workers may be paid more than they 
are worth, particularly if there are job matching and obsolescence 
probleiiis or a seniority based pay system. This issue deserves major 
att(>ntion. ' 

Employee benefits are the cost element for which there is specific 
quanti4»nve evidence of age-ba.sed cost, variation. An approach has 
l»een de . elo{)wl to allocate costi? by age Iwsed on age related differences 
m claim costs exulted, and differences in the periods over which funds 
invested can earn interest. 

Analysis of the compen.sfttion dollar indicates that 9.9 iwrcent of 
(fie total dollar is paid for iiension and welfare benefits, for which the 
costs are age ndated. In section 3, background information is presented 
on the tnetlKKls oi financing eirwloyec U>ncfits, and how age is recog- 
mzi d cither explicitly or implicitlv in the development of such costs. 

p rr '".f*«'*"'" the authors develop a system of attributing the costs 
ot tins .IV |)ercent of the conifxsnsation dollar to age which isolates 
t hos^. parts of tlie cost (hat relate to difference*^ in expected claim costs. 
I ills mctiioti wa,s develoiMHl for this work and is considered appro- 
priate for consideration of jwlicy issues. It is not necessarily appro* 
priatc for an mdividual einplo>:>r in costing employee benefits. 

In wHfioii T), the authors haviK developed a number of examples of 
diffennit < ()iniH>nsation packagt>s and used the methotis of attriWing 
cost bv age to get age related costs of coni|H»nsation. These costs assume 
no (Ufference in dim-t compensation and look at sfMH-ific differences 
m medical benefits, in-nsions, and life insurance. Other benefits such 
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Hs ilisiibilily liavi' iK rii rxrliulccl since the total ('0>t of jsiioli IxMiclhb 

ivlutivt'ly low. At nfriy. :)4, tlic eompciisiition parkagt* is wmCli ^ 
1 to 7 iH»m*iit iiioiv tliaii at ages 4;> -IJ^ tlc[K»iuliii*: on l\iv \ of U»nc/ 
lits ortVml At a*:t»s the package is wuitli 1 to \i\ in^nvui more 

than at i:> anU at (^r (H/the ran^^e is a to :M iH^irent. Tlie jrrcatest 
dilFerentes are^ftMnnl where there is a generous niedieal \At\u with 
e!Ml>h)yee contrihntions ami a generous definetl U»nelit jHMision phin. 
Tlu» nuMiteal plan is the most iniiKMtant fac tor fiu' lower paid workers, 
and (letinrd U^netit iniision plan is the nlo^t important faetor for 
higher paid workers Ihe diilerenees hy age will U» nmeh smaller when 
pensions aie provided ihrongli a definetl eontrihution i>lan and the 
medieai plan is less generous, 

I'lierc* are various altiMUatives ft)r hamlling Ivnclits at tir> (i!) so uo 
general eonrlnsions ran Ik» reaeheiL ls>iics rrlating to this age group 
are iliseusKMl in s4*<'t ion r>.i5. 

Section (> dis<Miss»s factors ivhited to the [HM hirnunu e of the older 
wxHker in the wtnkplaee antl N>oks at funetional ehanges related to 
age. The authors ronrhute that the nuijtn tliflieulty which is likely to 
ari>e is a ndsniatch t)f workers and ji>hs. 

'VUv thUa on nianv of tlie issues ilis'ir^^MMl is st ant, and in some cas4'S 
it thn^s not exist at'all. As the age mix of tiie iK)|Mdatiou changes, it 
will Ih» crifirallv im|K)rtant to pnxhiet ively and sat isfartorily emplov 
older |H»rsoiis, jniprov*»nien(s in mortality rates when roinhined witli 
ehanges in hirth rafes over titm* w ill itiake it inijMM'tant for individuals 
to work longer. The autluus have sngjre^ted a nmuU^r of ar.^ns for 
further reM Jurl* in order to help provule the data needed to supiK>rt 
this goal. Thest* are dis<Missi>d in scvtion 7. 
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Preface — ' 

Executive summary 

Section 1. General overview : 

1.1 Background J 

1.2 Approach to cost of the cumpennatlon imckage. .. ^ ^ 

l;i Non^*<>ropeii«atlon elenicntti of c-out-r^^xjutlnulnK work f^rce 4 

1.4 Tuniover * - - 

1.5 Kef^ulatory requirements and Ueuefits for workers at different 

ajcefl ~- ' 

Section 2, Compenaatioiii ^ 

Ulrei't |*ay and the mix of the comi>en»atlon dollar 

Mix of ix>mpeutfatloD dollar ^ 

Sect Ion 3. Employee lietieflts- bow «piployer» pay for benefits : 

Health henetit costs to employer , ^ 

3.2 Life insurance ™ 

3.3 Disability — ^ 

3.4 Pensions - ^ 

Section 4 Employee benefits— attribution of bweflt costs by age : 

4J Medical and dental benetits-,^-. — 

Ufe Insurance,, ^IL 

4.3 Pension cost attrmution by age_ 47 

Section 5, Cost of compensation package : 

5,1 At^roarb to developing eosts by age - - ^ 

5^ Vtmtn of various compensation imckages ^ •J;^ 

5;i lleneOt <Nwts for the over §im ^» worker * - 

Section 6, The older worker In the work force---ifl»ue» atfectlng the b^ntom 

6,1 Introduction ^ 

fr^jnctlonal changes and aging- . „ - - ^ 

6.3 Perfomuince and productivity ^ 

6.4 Health and the aging work force. - ^ 

Section 7 : ^ 

?,l Policy Implications 

1:2 Research needed_^^ 1^ 

Ref eref ices ^ ^ — ~ ^ — .•».«..«i<»»»n,«,^^^— •- 

Apj^dix, Attributed cost of sample eomiiensation plan by age-.^ 75 
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THE COSTS OF EMPLOYING OIJDER WORKERS 



Section 1 

UENERAX OVEHVIEW 

The eflfective cost of personnel in a function both of the amount 
which people are paid, whetlier in the form of direct wages or indirect 
compensation such aj; eniployje benefitis, and of what employees pro- 
duce. This section of the paper reviews the appnmch to iiandling the 
compensation package and discusses noncompensation ii»ues which af- 
fect the cost and value of different groups of workers. Nonconipen- 
satioin issut's ai« discussscd with respect to the continuing work force. 
Tut-nover issues are discussed separately. . 

1.1 BACKGKOUND 

Concerns about productivity and the conjpetitivcness of American 
business have forced employers to pay mor»^ attention to the elfect of 
the costjs of employees on the cost of their products and services. 
Americans have learned that when goods can l>e prwluced on a more 
cost-ctTectivc basis overseas, consumers often buy foreign products. 

Changes in the economy, particularly in the last 5 yeai-s, have also 
forced many employers to more carefully examine their work forces 
and often to reduce them. At the same time that the economy has 
been difficult, health care costs have risen to iiiore than 10 percent of 
groiss national product. In wsponse to difficult economic wnditions, 
the um of early retirement incentives has also accelerated in the last 
few years. These forces acting together have Tocuscd more attention 
on the cost of employee benefits, particularly health and i>cnsioii 

Historically, employers viewed the cost of employee benefits as an 
overall percentage of pay, perhaps allocating these costs to proht 
centers and locations. Little attention was paid to the fact that dif- 
ferent employees reccive<l benefits of different values. Employer-paid 
health benefits wei« more valuable for those with families than lor 
single employees; certain benefits also had underlying values wbicb 

differed by age. , • • i 

Several developments, .however, caused employers to mcreasmf ly 
focus on the costs of lienefits by age. In 1078, the Age Discrimination 
in EmtOoyment Act amendments banned mandatory retirement betora 
age 70 for n.ost employees, and specific re«iuirements were set forth 
with irspect to how employee benefits were to be treated. The develorr- 
ment an<l publication of these requirements focused attention fo the 
cost of benefits at age 65-69 and how the cost differed from the costs 
for younger employees. 

(1) 
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Tlien m imi^ TKFRA amended medicare so that einuloyer coverage 
fieeamc primary for emploj^ec^ who reiiiainc»^J in active scrviw from 
agtes G5^. Previously, medicare coverage was offered to tJi^ people 
oil the same basis that it was otfered to Uio«e already retired. This leg- 
islation again encouraged employers to look at the specific cost« of 
uenents for older perscMis. * - 

These two legislative developments combined with tlie greater con- 
oera about benefit costs generally have caused employers to focus on 
questions about how costs vary by age. 

One last background issue should be mentioned,!^ 
m 1978 and 1980 permit^j employers to offer plans of employee benefits 
which allow cfcoice between different benefit plans. The lievcnue Aot 
of 1978 and the Miscellaneous Revenue Act of 1980, as amendeii, permit 
• a choice between taxable benefits, cash, and ncmtaxable benefit^s. There 
IS mcreasing interest in benefit plans permitting choices. When em- 
ployees are allowed to choose between benefits and cash, or btHween 
different benefits, the cost for specific employees becomes much more 
important* The same considerations apply with voluntary benefits. For 
example, if employees can buy extra life insurance or trade life insur- 
ance for something else, it mui^ be age rated to be viabU". 

Due to the dcm^^phic changes which are bringing aljout the aging 
of tlio work force, issues of costs of benefits relatecf to age will continue 
to increase in importance as employers consider the iniplicatious ^ 
overal 1 costs of compensation. 

IJi APPliOACH TO COST OF THE COMPENSATION 

PACKAGE 

Tl pay package consists of direct compensation in the form of a 
stated salary or hourly wages, tinu^ off in various forms, and employee 
benefits in the form of f>ensions, life, health, dijsabilify and awidont 
beneKtSt and reimbursement for e^iucation. In some cas4>s other items 
such as day care, clubs and company-sponsored activities are include<l 
in the compensation package. 

Some fornis of compensation have costs which can lx» din^ctly allo- 
cated to individual workers. For example, each worker lias a specific 
salary or amount of direct compensation which is pai<i in u given year. 
For purposes of tJiis analysis, we will look at patterns of direct com- 
pensation by age to determine what, if any, conclusions can Ik* drawn 
about the difTcrenccs in cost of workers by agi». Other {onm of comi>en- 
saticAi provide a lieneftt plan to a large group of i>cople on the ba.sis 
tJiat there will be some averaging of expi»rion(t» over the entire group. 
The employer traditionally has U?en eonivrned with the ti>tal cost of a 
lienetjt, rather than a cost allocated to individui>ls. For benefit plans, 
we will look at underlying expected claim costs by age to see liow the 
value of the compensation package differs bv age. The cost of direct 
compensation and .several lKMieHt>4 will lie crmminetl in s<w*tion 5 to show 
how the c^t of the benefit j^kage vari^ by age for different pay levels 
and benefit plans. 

Accident^iiisurance can 1m» ixhhX to explain the value appraacit. One 
way of thinking of tlie ci>sts of a lienefit is to say that every eniplovc4^ 
who has a claim has a cost equal to the dollars paid as a claim, and tliitt 
everyone else has a cost of zero. Such an approach provides for no risk 

Jo 
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shftrini; in the cost allocution. Accident instimnce involves a very high 
K o? risk sharing in the provision of the beneBt, Ihc frc<iuency of 
SentH i« low, and .so tlie premium is low, but I he c««.t for ).c worker 
tho l!2 an acciaent is very high- « the plau were msured 
iimumiKH* Dolit iesi, and the uiijurance conipony chargwl « j>rK*e wmtn 
fi ri^ SS Jh; chances of ead» en.ploye« i.ving a claim ba«ed on 
indi/idual risk ciiaracterintics, ther^ would be a suetihc cost ^Nhich 
^uld be all<K.atcd to the en.ployei^. More typuall>', tlie mBUi-ance com- 
pany charge a {.rice which is tlie same amount in-r mon h v^r 
mpiyet', regaSles^' of the age and of the eu.ployee, but winch i. 
bSd on the claim chamccenst.cs of the total 0^010?^ 
From one pcrbpective, Uie cost is the same i^gardless of «" pl«jee 
agl But anotVcrView of this is«ue is that the cost should be alUxated 
Sflooking at the underlying claim co^t variations exi>ected by age, 
fi6 that a different cost iuld be attributed to croployeeis with a dif- 
ferenf cVah I eMHvtancy. llieoretically, !his i* apiR'ahng if the em- 
Kr is i U.resle.1 in knowing the true cost of ditferent agi- s<;gments 

Ke work Urn.. However, tW may I* P^;'-' rt'':;^,';;,^^; 
ing such alUH«ti<ms because of -^f % 

tlieoretical objections to making a distmctum on this basis l>etttu>e 
t determination metluKUfocvs not allocate or ^^J' 1 j;>„,J^^^^^ 

makinir a distiiution on th s basis inappropriate. If the pn>gram is 
fX i^ml 'or hoavily e:?\>erienc<. rated, so that the emplj>>|er 
navl for he cost of his own /lain.s, the arguments for lookmg at claim 
oil an. s^^.cwhat different. The Uue orexiH-cted variations by age 
Xist lK. Xnc^ witli issues related to actual exiK>ru.nce wh.h 

c id s the effect of statistical variations, In a snmlUmp oyej. ,„,p„^ 
lation.^thc statistical variations will Ih^ ^'f 
g».nerarr/afions alK)ut age-related eosts ...o le '*.**V«-i^ 

It <liniil<l nl^o lie noted that for lierefits b«scil on risks w th a mj," 

T^wliiv rhiim cMM-ricn*.- for eiuployees f\pu-)in> is not (U-ji>,^ 
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UcMy aKsocmtcd witJi (liffemice^^ in claim costs but not be directly 
rotated to aetual rxfienence. It is a biolo^fieaHfact that cmts of pro- 
viding life insurance or annuity benefits are different by age and sex. 
It IS a result of behavior that smokers have hi|;her costs for life and 
henlth insurmiico benefits 

Wliat factors can be used in an analysis of exi>ecteil claim oosts 
depend on datA availability* What factors may oe appropriately usal 
in allocating cost^ ar© also a function of social |>oIicy decisions The 
purpo^ of tiiis analysis is to focus on the n»lationsIiii)s between age 
iind cost^ and so ago will be used as the only classification categorj. 
But, it is important to recognize that factors other than age have 
ohm i)ven found to explain diffen^nces in the occurrence of events 
such as accidents, morbidity, and mortality. In s|Hvific companies, the 
allocation on a tmsis other than age will usually Ik* tlie most effivtive 
and practical appnmch given flie difficulty of obtaining data by age. 
Aggregate cost is the most comnian basis. Sometimes claim exi)enence 
by location is used. 

Se<!tion 3 of this fniper di%uss^ how benefit costs paid by employers 
are <levcloped. Section 4 discusses techniques and data which can be 
uscmI to attribute these costs to employees at different ages. 

Key Points and Policy IsauKS 

For this analysis, we develop ejipccte<I claim costs by age for life 
insurance {Mansions and health insurance, and assume age ana expected 
claim costs arc appropriate co^ attribution factors. Those are Wnefits 
%vhen^ thcn> is strong quantitative evidence of cost valuations bv age. 
Thesis factors can' be used to assign overall plan costs to employees. 

NONCOMPENSATION ELEMENTS OF COST- 
CONTINUING WORK FORCE 

What people produce is a function of how the work is organized, 
what mechanisation is used, how well people arc niatch<»d to jobs, and 
how well the individual iierfortos. The output produced by a group of 
jH'onle working as a team can be more or less than the mm of what each 
could nnHlu<*e working individually. The work organization today 
generally involves a combination of people and some type of mechan- 
ization or automation. If there are several pej?ple involved in a proc- 
ess, how (hey interrelate has a substantial effect on the total cost of the 
pnN-ess ami the total output. The matching of people to jobfi, and the 
mainferianc i' of that mateh over time, ha.<f a large effect on the produc- 
tivity of individual workers. One a<;i)oct of this matching is continued 
education to maintain skills, Tf a group of workers is not given ade- 
i\mtc nhiration as the work changes, their productivity will drop. 

Som<> i>eo|>le Iielieve that productivity or performance declines with ^ 
»gi\ However, there is no evidence to prove that ncco ifi.dirertly related 
Uf iM>rforiimn<c Sfwifir jolts have different kinds of current qualifi- 
rations n<»eded to fH^rform them. These qualifications include physical 
abilities, nii»nta1 abilifirs. siM>r'ifir educf rion,exrH>ricm*e, and skills. 

Tlio qua!ifi^*ntions needed to |M>rfonn a s|)ecifir job may ehange o%'er 
time as t<'<dinologv and /or tho org;ini?:ntion of work r!,finja:r. Poor 
matching o^ ynsfiAc to jol>s is a i^rohleni in some organizations. There 
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are two types of iiiiitcliing issues : matching af time of employment and 
maintaining; a gmhi matclr Alaintaming a gtKKl match requires that an 
organization Ix^ able to assess perfonnancx% continue to keep skills up 
to date, aiid have a 5?yslem of moving people to other jobs or out of 
the organization when there is no longer a good Mt, Historically, some 
organizations were reluctant to deal with perfof Miance problems and 
otiier issues with ivh|H»ct to lonpT scTvict* enipioj^i vs, but weiv willing 
to allow thcni to remain until llu»y ivtimL In such ca,s<»s. the problems 
fmiuently grow worse because there is no further training to keep 
skills up to (late. In addition, sU[>ervisors may reflect the attitude that 
tliey reallv do not expect very much of the employee* This leads to 
productivity prohleuis whirh may U» \ iewe^l as U'Uig age related, when 
in fact they are a result of poor managiMiient of personnel. Per^-eived 
deterioration of productivity because of age may be the result of fail- 
ure to maintain match rather than of actual change in productivity. 
These issues will be discussed further in section 6* 



K&r Points and Policy IsauES 

Maintaining a go<Ki match between workers and job assignments is 
very imiH?rtant in nmintaining proilucti\ity. Problems perci»ived as 
ago problems mav W match problems* 

Public policy* should strongly encourage continued education 
throughout life. 

Lack of access to training can liave severe consequences for workers. 
(fOO<I jH^rformance evaluation svstems are vital to successful man- 
agement of a work force on a no ^iscrmiinatory basis. 
There is ho documented relij^-or.: jjp between age and proiluctivity, 

1.4 TURNOVER 

Turnover is costly to employers. The specific cost involves a num- 
ber of different items, including : 

(1) Poor i^^rformance m the last few days (or months) on the 

job. , , _ 

(2) The <*ost of locating and recruiting the new employee. 

(3) Training of the new employee, which includes time of the 
trainer, and reduce<l pro<iuctivity m the early siages. 

(4) Disruption in operations or customer relations- 

(5) The cost of losing firm-specific human capital. 

In the case of employees with low skill who can 1« recruited readdy 
without significant recruiting expense^ the cost of turnover is low, and 
might equal S weeks' to a month's pay. In the extreme case, the em- 
plover does not see any cost • ^ ♦ 

In some cases, however, the cost of turnover may be 1 to 2 yeftrs pay 
. or even more, A professional or a manager may require months to 
recruit, with a fee to a search firm of 30 percent or more of a y^arS 
salar>^ The employer doing the recruiting nmy spend many l^tirs 
screening and interviewing candidates for the lob. If the individual 
recruited nnist. l>e ndocated, and owns a home, the new employer will 
occa<;ionallv buv the home and provide some assistance in purchasing 
a new hoine. This tvpe of relocation may cost 25 to 50 percent of a 
^ar's pay or more. It may be 6 months to a year before the new em- 
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|>I<m»<^ is ivally fnmiliar willi ilw nrw roin| any, ami if < iisfoinor Hala- 
tions are involved it may take years to build up rvlationships wliieh are 
at the level of the replaced employee, 

(Vcasionally, an organisation will lose customers when an employee 
leaves, and defKMidrng on the situatttm the c^ynt can be very high, 

Anotlier situation which c^n be particularly difficult is the employee 
v'lio is developing and maintaining computer systems or some other 
com{)Iex part of the workflow. In such cases, the new employee may 
never f idly develop the historical i>erspective whicli the old employee 
had. Some computer systi^iiis get completely rewritten mainly because 
it is hanl to change ot her people's prc^r&ms. 

Another area when* turnover is c<K*ly is in the area of sales where 
thcro is a reasonably long training period. Life insurance companies, 
for example, may hire 10 or more now agent.s for each person who be- 
comes succc>ixsful Hs an agent. The c<^ to replace an established, sue- 
ccssful agent mny Ik* several InindnMl thousand ilollars and may require 
recruiting a numlx*r of people^ 

In iwitrast, there will also be an occasional situation wliere turnover 
IS proHtable or btmeficiah For example, if an organization has been 
automated and nveds to reduce its work force, vcHuntary turnover is 
preferable to costly forced temiinations, provided that the right people 
leave. Another situation is the casi* where then* is a misnu:tch U^twcen 
the {yerson and the job, and there is no convenient way to correct the 
mismatch on a basis which is acceptable to lK)th parties and practical 
within the organization* 

There are no gimeral rules about the cost of turnover, and its cost 
will yary by organization and by job within each organization. In a 
s{>e-ific case, the cost can be calculated approximately. Older worlkers 
tend to have lower turnover rates than younger workers, which can be 
a significant cost advantage to employers, particularly in areas where 
there an? a lot of {)eople with middle level skills, and high turnover 
rates, 

Ix)w turm^fc'^r also le^ds to cost advantagi^s Iwftuse it enhanc<»s the 
transfer of knowledge from more experienced to less experienced em- 
ployees, enhances the development of the organization's knowledge 
Iwise, and save^ on recruiting coi^s. In many cases, it also enhances 
morale. 

Turnover rates generally vary by length of service, and grade down 
sharply during the first (ew years of employment. For example, if 40 
jjerccnt of employees terminate in their first year of employment, 20 
fienvnt might tenninate in the second year, and under 10 [>ercent in 
later years, Tlic heaviest turnover usually occurs in the firrt 2 years of 
emplovmenf^ a. 

So far, this discussion has focused on voluntary turnover, generally 
in situations where the employer would have preferred for the em- 
ployee to stay. There are also many situations where the employer will 
initinte termination of the employment relationship, either iWflUs;* of 
unsatisfactory |>erformance or a change in cii umstances so the em- 
ploye is no longer needed, A changi» in circumstances niav lx» reorga- 
nization of the work, a de^*line in business, moving of a plant, or sim- 
ilar company organization modifications. Employer initiated turnover 
is gimerally costly also^ even when no replacement is needed* One of 
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the costs of such turnover is rcdtiction in morale of the n'maining 
employees. Also, loss of nrn»-siH»< ific knowlodps can n»iverscly affect 
l>ro<hu tivity. The costs of employer-initiated turnover can vary by age 
to the extent that the employees tcnumated have vested rights to em- 
ployee l)enettts, In aiUlit ion, the termination arrangements may pro- 
vitUi for severance pay •hich may vary by length of service. To the 
extent that service is linked to age, greater amounts woidd bt- paid to 
older workers, but this shoidd not be considered an age-related cost 
per se. 

This discussion of turnover has focused on the cost to the employer. 
The cost of furiiover may also Ik* very high for the intlividual. Ohler 
employees often have a significantly harder time getting new jobs, and 
may have to take jobs at lower pay levels. Some en»ployecs arc able to 
markedly improve their situations by changing jobs, and it is person- 
ally gootl strategy to move out of a bad situation which has no hope of 
improving if a suitable alteniative is available. However, retirement 
plans friMpicntly require 10 years of service for vesting of benefits, and 
the fornuilas are designed to reward tlie employee with long service m 
one conipanv at time of retin'iiient. Also, a new job is always ri>hy io 
the individu'iil, and the probability that a job will not work out is likely 
to be the greatest in the first 2 years of employment. 

Kky Points avd Policy Issi ks 

Older workers tend to have lower voluntniy turnover rates than 
younger workers. This should Ih' viewe«l as sin iirea nf cost a«lvantage 

for ohler workers. c • i i .i 

Cost of turnove.- is variable, depends on the specihc job an«l ine 
lalK)r market. an«l can Ix* very high. 

Turnover can Ih« viewed as the way to solv «eilain types of per- 
sonnel problems which cannot Ih' resolved within the «-nrieMt work- 

^''Turnover of older jwrtioi's in the work force can negatively affect 
productivitv Wcause of loss of technical expert is«\ 

Turnover can reduce the ability of the <»rgani/ati<»ii to transfer 
knowledge lH'tw»»en older and younger workers. wJiU'h cjin Ik- very 
costlv in terms of n'training expens<'S. . .i - 

Tliere is inade<piate data to attach a quantitative measure to this 

factor. 

1 r> UKGULATORV KEQTTTKEMENTS AND HEXKI PI S FOR 
WORKERS AT DIFFERENT AGES 

"Existing law imrwses specific re<i|uirernents with resi>ect to em- 
ployee iH-nefifs for workers aged 6.^-69. As a general rule, employers 
must offer the same InMieHts to workei-s regardless of age. 1 here are, 



however, .some exceptions descrilvd here. 

The Ilia ior benefit lenuinMuenfs with ivsin-ct to workers aged .M 
sp<.cificallv arc ^-t forth in the A-e Discriniinfttion in En.ployinent 
Act of U»7« (ADEAl, the nmendments to the ADEA «h" h/;-^'^^ 
part of the Tax Equity and Fiscal Res|K>nsibil!ty Tax Act of 1082 
[TEFRA], ami the interpivtations of the ADEA. 
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^n^e key requirements are as follows: 

(1) Benefit plans must not discriminate by age, and in iren- 
erol mployi'^ must continue benefits for iiployees thro^h 

(2) Pension accruals are not required after age 65 in the em- 
ployer s Pnmary pension plan, whether it is a defined benefit or 
a definejf contribution plan. This i? an area of possible change, 
contributbn laJT"^ "^^^ continued to a secondary defined 

(4) Medi<»^ benefits must be continued for age 65- ^P, and the 
W WJ-p A^^^T'." ^ ^"""^I^ ^^^^ medicare. This was required 
2:*ir ■ •« . becBme effective January 1, 1983. Employers 
with significant numbers of employees over age 65 are concerned 
about this provision because of potential costs for higher rates 
of health claims by these employees. 

(Sr Life insurance must be continued; benefits may be reduced 
at age 6j to equalize costs between employees who are ages 60- 64 
and those who are 6^-69. A 30-percent reduction will he consid- 
ered to meet the requirements. 

(6) Disability plans may stop benefits at age 65 if disability 
occurs before age 60. If disability occurs after age 60. l)enefits 
mii.st be continued but never beyond age 70. The regulations pro- 
vide alternative methods of adjusting benefits which will equalize 
costs. 1 lie concept is to change the benefits provided by reducing 
the amount or perio<i payable so that an age 65-69 employee will 
have an expected cost amount equal to that for an employw" 60-64. 
Two other exceptions to the general rule abt ut benefit^ and ag© 
should b" noted. TTnder the Employee Retirement Income Security 
Act^of 1974 TERTSAl, employers may e.xcliide employees under age 
25 from pension plans. They may also exclude employees hired aftT 
age 60. » . - 
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COMPENSATION 



In this section, we discuss sUtistical data which indicates relation- 
ships between direct compensation agie and present data on the mix of 
the compensation dollar* 



2.1 DIRECT PAY AND THE MIX OF THE COMPENSATION 

DOLLAR 



Conventional wisdom indicates that older persons are paid more than 
younger persons for doing the same jobs, and that older workers cost 
niorw as a result. In some early retirement programs, the underlying 
rationale is that older employees can be replaced with younger employ- 
ees at a lower price. 

There are several issues involved : Age-related differences in income, 
quality of mctch of the employee to the job, and the cost o£ replace- 
ment. In this section, only tne issue of income and age will be consid- 
ered. 

Hourly pay systems may have the same rates for everyone, or may 
have higher rates with increased seniority- To the extent that older 
employees have more seniority, they will have higher average pay 
rates in seniority-based hourly systems. 

However, a salaried pay system generally consists of a set of job 
classifications or grades which have different pay ranges attached to 
them : A system for changing the ran^ and starting salaries with in- 
flation, a system for providing periodic changes in pay io employees as 
they move from grade to grade, and a reward for good performance. 
It IS not clear that pay automatically increases substantially with 
seniority and age. Pay increases consist of a combination of merits pro- 
motion, and adjustment's as the scales change. In many ca^, the in- 
creases reflect merit and pronM)tion only, and there is no explicit or 
separate adjustment for a change in scales or to reflect inflation. Many 
organizations whirh gave cost-of-livinj? increases in the past have 
stopped doing so. However, they continue to adjust the pay scales 
whirh serve as the basis for new hire compensation. Where the in- 
creases are for merit and promotion only, tne new enyi>loyee i«ay{j® 
paid just as much as someone with experience, or nearly as much. Tlie 
difference between the change in startmg pay, and the adjustments in 
the pay of existing employees at a particular grade level is a critical 
variable in this regard. This issue is particularly acute where there is 
a tight labor market and employers are competing for the same pool 
of people, so that they may be willing to pay a premium to get someone 
to join the firm. 
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There is some dftU aVailnHla <m incc.*ie related to iig©. Three sets of 
dMU will be reviewed here. ChMt 1 gives nfttionul data on family in- 
come by age, the results of a study o^ sample of the indiyiduals 
covered by Social Security which shows how their income changed by 
age, and d^ta for some hypothetical populations based on the actual 
pay distribution of the employees covered by some pension plana 
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National data fchart 1] shows that family income increases by age 
until it peaks in the 45-54 age bracket; and that it declines moderately 
from this bracket to the 55-^ bracket and sharply after age e5. This 
effect is due to the interaction of many factors including wage levels 
and retirement It should also be pointed out that this data represents 
the population at a single ooint in time, rather than one group of 
people who have been tracked over time. 

The Current Population Survey?; provided data on money income 
of households by Me of householder for 1970 and 1980, The data below 
is mean total housenold income : 



1970 



1980 



1$ to 24 
25 to 34 
35 to 44 
45 toM 
55 to 94 

W 

All agM 



$7,11$ 

10 313 
12.193 
X2,85S 
10,573 
6,$1S 
10.001 



114,996 

21,394 
26.927 
^,279 
27,319 
lo,9l8 
23,794 



$0Wto: P. 461, 1980 $t»ti«t)caf HasimX Md 43S. 1983 ^ttifftlctl PMmX. 
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Houseliold income peaks in tho 4&-M-yeAr-old age group, with the 
peaking more signiiicant m l^bO than it was in VJtO. Chart 1 shows 
iy80 data in grai^iiic form. The increase from tlie 35-44 group to the 
45-&4 gioup was &.i> percent in 1970 and 12.5 percent in the 1980 data. 
The 1980 results include more two-income famiUes. The reduction 
from 45-54 to 55-4}4 was 17.8 percent in mO and 10.8 percent in 1980. 
Tb© reduction from 56-64 to 65 and o.^or was 48.8 percent in 1970 
aitd 38.1 percent in 1980. In 1980, there were reladvely few persons in 
the labor force over age 65, and this number has been declinmg over the 
long term. The relatively higher income over age 65 reflects a growth 
in retirtrment benefits fnmi pubUc and private sources. The relatively 
higher income at 55-64 may reflect the changes in retirement plans 
plus the presence of more two-income families. 

The question which we are studying is whether older workers are 
paid more for the same work than younger workers. Taken alone, the 
data above really does not provide any answer to this question. How- 
ever, it appears that the belief that older workers are paid more may 
be a myth since there is no direct relationship between household 
income and age. 

The next step in looking at this i^e is to review data o' earnings 
over the life cycle. A major study of such data was done for the Con- 
gressional Research Service by the Consultant Panel on Social Secu- 
rity. In this study, the earnings of a sample of the |>eople covered by 
Social Security were analyzed over a long period of time. This study 
focused on the period i956 to 1971. The earnings of the group by age 
and sex were also looked at in each year. The historjcil earnings were 
indexed to remove the effect of changes in wagi" levels. Earnings from 
the first calendar quarter were used to remove the effect of the maxi- 
mum wage base. The findings are stated in the report as follows : 

Typically, until age 35, individuals expriencc wage growth 
that is much more rap"id than the growth of average earnings 
in the economy. "Between ages 35 and 64, individual earnings 
growth doe.s not differ too much from the growth of the e<'on- 
omy-widc averages for those who do not claim ret irement l)en- 
efits. There are large unexplained element.s in individual 
enniings after one has adjusted for the typical age structnre 
and for other coin{)onents of steady growtli. Adjusted for 
movements out of covered employment, the fvpicnl age stnic- 
ture of earnings does not vary much with the level of earn- 
ings iH'tween the up|wr two-thirds of the income distribu- 
tion. It is diffen-nt at the bottom of the income distribution 
showing a less rapid growth to the level of peak earnings. 
The rf.ndom comjwnent in earnings is .<^)aller in percentage 
terms the higher the income level. 
This data shows that earnings for males go down after the mid- 
lO.fiO's and is generallv consistent with the pattern found m the house- 
hold income datn. Females tend to show more of an increasmg pat- 
tern by aire, but their overall earnings are much lower. Tlie two sets 
of data differ in that the household income is bns<'d on one iwunt m 
time and the Social Sernritv stu<lv represents the same people, but 
over a long fHriod. Tlie Social Security sttjdy does not separate those 
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who stayed with a single employer from those who changed joh». 
However, it provides sij^rnificant evidence that overall older workers 
are not paid more. Exhibit 2-1 shows the relative eaminp? levels for 
mahM^ in 1956, 1961, 1966, and 197L Exhibit 2-2 shows the same infor- 
mation for females- This data is base<l on the worker, rather than the 
family unit. The data is shown graphically in charts 2^, 
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Data fro* Report of the Coo* ul case Panal oo Social Sacurity 
to tba Congrcsslocul Kasearcb 5er»ic» - Angaat, 1976 
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1956 


1961 


1966 


1 y 7 1 


0.4879 


0.4274 


0.3917 


0^3776 


0.5396 


0.4967 


0.4918 


0.4421 


0.!!^6M 


0.5763 


0.5819 


0.5.57 


0.6500 


0.6283 


0.6611 


0.6702 


0.7214 


0.6773 


0.7094 


0.6838 


0.7564 


0.7961 


0.8176 


0.7666 


0.8440 


0*8093 


0,8195 


0.8224 


0.8860 


0.8542 


0.8942 


0.8968 


0.9620 


0.9022 


0.8982 


0.9650 


0.f648 


0.9330 


0.9619 


0.9480 


1.0012 


0.9957 


0.9700 


1.0118 


1.0072 


1.0121 


0.9820 


1.0290 


1.0331 


1.0285 


0.9854 


1.1119 


1..0524 


1.0808 


1.0605 


1.0755 


1'.0829 


1.1039 


1.1160 


1.1357 


1.1001 


1.1199 


1.1051 


1.1123 


1.1331 


1.0911 


1.1145 


1.1583 


1.1020 


1.1294 


1.1291 


1.1783 


1.1157 


1.1393 


1.2055 


1.1866 


1.0620 


1.1519 


1.1664 


1.2295 


1.1219 


1.1521 


1.2287 


1.2224 


1.1632 


1.1895 


1.2239 


1.1923 


i.l803 


1.1597 


1.1648 


1.2624 


1 . 1624 


1.1543 


1.1828 


1.2656 


1.1224 


1.1083 


1.2133 


1.2477 


1.1236 


1.1954 


1.2260 


1.2660 


1.0999 


1.1747 


1.2274 


1.22S3 


1.1201 


1.1741 


1 . 1942 


1.1917 


1 . 1 270 


1.0846 


1.1433 


1.1938 


1.1110 


1.1103 


1.1792 


1.2386 


1.1627 


1.1820 


).1618 


1.1790 


1.1912 


1.1099 


1.1715 


1.2547 


1.0971 


1.1263 


1.1271 


1.1700 


1.1254 


1.1170 


1.0477 


1.1420 


1.1062 


1.0488 


1.0513 


1.0655 


0.9935 


\A\n 


1.0564 


1*1303 


1.1159 


1.1144 


1.0267 


1.1439 


1.0292 


1.0792 


1.0830 


1.0714 


1.0971 


1.M18 


1.0245 


1.0743 


0.8548 


1.0152 


0.9946 


0.9968 


0.8848 


0.^587 


0.«968 


1.0637 


0.9465 


1.0784 


1.1816 


1.0574 


0.9710 


1.0879 


1.0476 


1.1598 


0.8628 


1.1889 


1.1661 


1.1972 
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1961 
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21 


0»7896 


0 71 AS 




0.6376 


22 


0.8310 


0.7961 


fl 7Q9S 


0.7641 


23 


0.8914 


0.8316 


0 a90s 


0.8828 


24 


O.9092 


0.8706 


0-9297 


0.9363 


25 


0.9171 


0.9220 


v. r\S r\f 


0.9405 


26 


O.9i03 


0*9156 




0«9423 


27 


0.9654 


0.8359 


0.91 74 


0.9521 


28 


0.9323 


0.8526 




O.M97 


29 


0.8452 


0.8518 


O.SDl 

w. V J J A 


0.7W9 


30 


0.9654 


0.8633 


0 8B6^ 


0.9290 


31 


0.8757 


0.8903 




0.8928 


32 


9565 


0.8757 


0.9129 


0.9300 


33 


^,9753 


0.9404 


0.8702 


0.9332 


34 


0.8888 


0.8800 


0.9O80 


0.9320 


3b 


1.0168 


0.9650 


0.9272 


0.9122 


36 
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The authors decided to review employer-specific data in order to see 
if retj different resuUs would be found. Data by age and salary shows 
that peak earnings likely to 1^ found in tl^ Sf^M age ranges^ and 
• that within a given age range there is no correlation between average 
earnings and length of service once an initial period after employment 
has been exclud(^. This type of raview is based on looking at pension 
plan data coveriug all the employees of an employer, and still does not 
address the spline issue o: age and pay witiun a particular job 
assignments 

, , It is the opinion of the authors that there is significant evidence to 
indicate that older workers are not paid more on any consistent society- 
wide basis, t'hey may however be paid more in specific employment 
situations. The situations where individuals are paid more than it is 
currently pen'etveil that they are worth nmy often flow from matching 
prohlems and skills obsolesence rather than from a compensation sys- 
tem whicli gives higher pay to salaried workers l^sed solely pn senior- 
jtv. Retraining h key to avoid a growin^^ mismatch* Our conclusions 
with respect to pay and age are not valid m any collectively tmrgained 
situations whei-e there is direct pay for senority. Specific research is 
needeil to prove these hypotheses and quantify them. But, since there 
may not be a direct relationship between earnings and age of employ- 
ees^ the thcH)ry that older employees are always more costly in terms of 
compensation has not been confirm^* 

Ket Poivto and Poucy Imfucatiojjs 

There is inadequate evidence to show a general quantitative relation- 
ship between age and compensation* 

The specific situations where older workers have higher compensa- 
tion in specific jobs may be linked to matching problems. 

Compensation systems are not neciessarily designed to use seniority 
or age as the brisis for establishing levels of pay* 

More infonnation is needed to understand differences in male and 
female wage patterns by age and the implications of such differences* 

2*2 MIX OF COMPENSATION DOLLAR 

T\w Chamber of Commerce of the United States regularly surveys 
employee In^nefit spt^nding bv employers in different areas of business 
ac tivity* Exhibit 2-^ shows the mix of the compensation dollar exclud- 
ing legally rtMpiired payments from the 1981 U*8* Cliamber of Com- 
merce survey* 
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Data {7om 1981 Ch««h«r of Ccmmtcm Survey of SKplofee teMfiu 








t of Tot«l 


trp0 of Benefit 
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S9«ilt per Ee 


CcmpAasfCloD 


PeMlOM and wslfare 
belief Ittf (ei^oyer 
ehere of coat) 
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$2,256 


9.9X 


frolit snerlog and bonus 


2.2% 
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Pafwrot for tlae not 
noticed 
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Direct Co«penaatioo 


lOO.Ot 


$17,7W 


77. 9X 


TCTTAL 


128. 3X 


$22,79$ 
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MOTE: Legally r«quired paymenta have not been con* 14«red comfOMtion 
tot cbia purpoM. 

Pensions and welibro bmefits accoiint for 9^ percent of the compen- 
sation dollar. Profit sharing find bonnses are 1.7 percent; direct com- 
pensation is 77.9 percent; and time not worked is ia4 percent There is 
a denKmstrable differmoe by a|se ia costs for iMurt of the 9.9 Mrceikt 
The 9.9 percent can be fartlm> disaggregated from the study as foUows : 



•f MM 



„ n n 

mhmi% .1 ^ 

i 3 
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Tito variati<ms will be discnawd bdow in the section on emplojea 
benefits. As indicated thowt, there does iK>t appear to be a proriiUa 
difference by sgM in direct par, which is TTJ percent of the total 
compensation doIUr. Poisions, hfe and medical are the most important 
age rekted components of the benefit packail^ Then win be dmaKd 
m depth in secticms 8 and 4. 

For time not worked, there are a number of factors interacting. For 
many employers, racatitm is linked to knffih of sendee, and for sgdi 
firms older workers on average would hare his^r vacaticm costs. How- 
ever, older woikers t«id to have lower rates of absenteeism than yomig- 
er workers so it is not pofldbb with esdstmg data to link any cost (M 



95 

«iioe to the 10.4 pereent of tbe iMWipen—tion dollar represented bj 
timeiMtAtwvwic, 

PnMBt duiruig end bmnuMts generally do vary Jbr age. Tbey are 
usually stated as fixed tx^noentagBS of pay, or as subjective amount 
based on current performance. 



.33 



Section 3 



EMPLOYEE BENEFITS— HOW EMPLOYEKS PAY 

FOB BENEFITS 

Thtt seetimi of tlM mpor wm pnm^ 
costs are determined mm tn enuployer riew{NMii^ and indkiite what 
factors are oaed in the detcrwimataoii. 

Underlying tlieae ooitii are iaetora which nwy bnt need not be ap- 
parent^ indnding age-related laetom Section 4 will take a differait 
approaeli to eoiplojBe beneat ooata, in that it will examine a meUiod 
Of attnbutinir ooato by ag», ab that camjpensatioa package differonoea 
17 age etin be dev«lo|Md lor different aoenarioe. 

EroplofBe benefit ooata am generally deaeribed in tenns that repr^ 
arat avengBs orwr an entire empkm pomUatioa. The coat may be 
a jperoeotage of payroll^ a rate per thooannd of oovYirage, or a per em"' 
ployee eoflt The deeiaiooato tmplenienf i^ans, and abo to change them, 
- aiv baaed on costs stated in ancb terms, lliis is an adequate framework 
for most anploymr decnions whnre the employees hsTe no cJM>ice abont 
their lenefita. 

M HEALTH BENEFIT COSTS TO EMPLOYER 

To proride a permeetiyB and badantmnd to assist in miderstand- 
ing cost differentials by age, we ftcst c how hefUth benefits costs 
are charged to the empMyvr. 

The emi^lojer can raroride these benefits tlmnigh a health mainte- 
nanoe organnsaticNa fHMQ] or throns^ a program idiich reimbtiTses 
the bealtb care pronder direetly, or the emptoyw 
hedth cftre cost Tbe^MO is paid a cost fikad in advanee for eadi 
employee covered, and the ooet is the aame for the year recardless of 
the actus] serrioe rendered The serm is rendered by the HMO. The 
reimbarsement phuto offor benefits which Me paid as illness occurs* 
Iliese plans will inhide a description of how much will be paid under 
different eircinnstanees. 

From the employer^ viewpoint, there are a range of approaches 
avulable for fin an cin g rrambarseaMnt type health phms. These are 
described schematically on ndiibit ^1, asuf raiure from tipitally insnred 
approaches to totsltr self-insured approaches. Under a totally insured 
approach^ an insorer sets a price for the eovera«e and tbe employw 
simply pays the claims aa they occur. (An outside orfrsnizatioo may 
be hin^ to admtnisler the pnigram and pay the cUims. Insuraaoe com- 
panies frmtKntly offer these services under administrative services 
onlr fASOl contracts so that the involvement of an insurance com- 
pany does not mean the proiKram is inrairpd.) There are also a variety 
of arranspements available which provi^ for a division of the ri^ be- 
tween the employer and an insurance company so that there is some 





inmniiim. Under tjhew lutiuigramito, the iiumrar nuty gvumuitee the 
muimiim nmoiuit which the emplojer will p^y wider a stop-loee ar- 
ratigeinent, or tln^ insurer may charge » premimn which can be re- 
fnimed in the event of good experience. Another rariatim of the re- 
fund arrangement is set up so that the employer pays a relatively low 
premium^ but can be required to pay an additional prraiium up to a 
maYimnm at the end of the year depending on expenraee: 

Sshibit ^^i 



Alf n!iatt¥«> for Ewployr Piiywent for 
tealth Care 



mo 



Ftr Capita Charge 
l»er Year 



Baaed on Evpectad 
Coaca 



SPfiCTRUH 



Fully 
Inaurad 



Eaployer Pay* 
Premiua 



Risk la 
Shared 



Employer 
Faya 

f re«iiMa 
Gets Settiod 
of Sxeeaa of 
ftmitm Over 
Clais Coat 
and Adsla* 
Coat* 



Self 
loaured 



Employer 
Paya ClalM 

Coata and 
Stop toaa 
loaurar ?Mf3 
Claina Over 
Stop Loas Level * 



Ci^>loyer 
Paya 
ClalM 
Fltftk 
Ad«ln« 
Coata 



* Varioua netboda cao be used* 

**Hay offer complete ctiolce of providera, or My offer Incentlvea to 
uae particular providera. 
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The emplojer will d^Mm Che tpproAch desired on the basis of fttti* 
tude to ri«: and cnsk flow conrndenM^ions. llie options which are avail- 
able and logicml vary aignificantly, baaed on the size and type of em- 
ployer* Exhibit shows the relati<mship between employer size and 
spectrum of options for providing health care benefits, ana also shows 
IiK)w cc«^ is demied along the spectr^^ 

Exhibit 3-2 



Altcrii<tl ¥cs for g»pXoyer Payagnt of Bealth Care 
U0€ and Pefioitioo of Coat 
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Saaii ewployera 



HcKtiitti Employer a 



LARGE EMPLOYERS 
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Def load 
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of Pramivm/Claima 
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Defined 

by 
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Exhibits 3-5 and show the factors which inflnence claim costs 
and premiums. For purpose of this analysis wa will assume that 
premiums are developed as a function of expected c^laim costs, even 
thou|2:h for small groups they represent claim costs for ijlsny different 
employers rather than for one employer only. The data used to develop 
costs by a^;e arc based on the idea that expected claim wsts are the ap- 
propriate measure. 
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Exhibit 1-3 
factors loflu»ncit^ Claiw Co»tg 



Claim (Mot HHO) 

Fuoctioo of 
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He «^ bod of Fro¥l4«r Psyaeot /Charge 
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providers Oioseii 
care Rendered 



Plan Administretioe 
GeogrAf>bic Locetioo 
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chelate rapidly) 



Function of 
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Statiscical Pluctuatioo (dience) 



Function of 



Beployec Choice 
Plan Options 



Function of 



Illnesses 
Control Hechanii 

Flan Design 

Qtiliaation Review 
Qiance 



Notes; I. In ^11 group variation is very large* 

2*«. Control eechaniaas ere possible in every factor* 
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Bxhibic 3-4 
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Where the employer i«i paying premiums, examining costs by age re- 

auires undcrNtandiiig the process which the insiimnce wmpany uses to 
evelop pnnntunis. Wlierc t he employer is paying t he i-ost of the claims, 
understanding costs by age requires knowledge of claim cxjierienw. 
The insurance carrier typieally builds a rate manual which is based 
on a nunil)er of factors including demographic comiKisitum of the em- 
. ployer group, different benefit patterns, and geo^phic variations. 
The rate nuinual is usi»d for new groups .with no prior experience, and 
to help with changes in benefit pattenis. Once a group has actual past 
experience, the experience will be given more weight than the manual 
if the group is large enough. If the group is too small, the grou^ will 
be mubined with oiher groups in order to get adequate experience, 
larger groups may choose not to combine, or to combine only very 
large clauns. This is called pooling. 

Where tlie employer is paying for the claims directly, normally the 
actual claim experience is the most important variable in estinmting 
futun*. claim exi>erience. Actuarial data is used by iiisurance companies 
and by outside actuaries who are providing consulting services to esti- 
mate future claims* The rate manual approach is one method used to 
evaluate the cost of expected plan changes. Another method is to de- 
velop a model of the expected illnesses in the population using data on 
friMjuency bv DKiTs and develop ex|>ected claim costs in that way. The 
rate manual and an analvsis of historical experience are the com- 
monly useil approaches. The DRG based models may come into much 
more conunon us4» in the future. 

In both tlie pn»niium rate development and exiXHrted overall claims 
development situations, there is underlying variation by age. The un- 
derlyiiig variation by age, however, may not explicitly surfaa* in either 
the anal>'sis of ex|K»nence or in the development of tlie ex|)ected clainis 
for tli coming year. The data is often not analyzed by age. Instead, it 
is anjVlvzed bv tyjH^ of exiM^nse, giK)graphic location or cost center, em- 
plovot vergus dependent, length of liospital stay, DRG, et cetera. Ap 
is noticonsidert»d explicitly, but there isan implicit assumption that the 
age distribution will not shift. We have provided some dala in this 

Capet which provides an approach to estimating the underlying c >st 
y age. This data is l^sed on certain limited published sources as will 
be liter citeil and has not been tested over a wide range of different 
platj designs, in different time periods, and geographic situations. 

I-^hibit shows the factors which are likely to influence overall 
chii jn costs for a group. Some of these are changing as new forms of 
heajth care delivery financing are emerging, and as providers are mak- 
ingldifferent arrangements with employers. 

Plan desifjm is a key factor influencing overall costs. Plan design can 
enc^ura^e either in or out of hospital care and can affect the total bill 
foi^ health care as well as the allocation between the benefit plan and 
the einnloyee. Data to show how the cost variations bv age are in- 
flnenceu by plan designs is not currently available. The new DRG 
based costing motlels open the door for research iff this area. Thev 
also oi>cn the way to ^ if the expected distribution of claims is dif- 
ferent for different agi' groups. , „ 

The method of proiui/fr payment will also influence the cost to the 
employer. In the IIMO ease, the provider is paid on a per capita basis; 
in otlier cases the provider is traditionally paid on a fee for wrvice 
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basis. DRGs are now being umd kr in«diaire, and their use in the 
private third -party (>ayment sector may also develop over time. It 
1." too early to detenninc how and whether this might affect the cost by 
ape. However, It should be noted that the payment of medicare benefits 
at lew than a full share of the hospital costs shifts costs to employers, 
and deivndinc on how the liospital allocates the.se costs in its fee struc- 
ture, this could affect the co^s by a;^. 

OoJits ean be shared with employees thtxmgti employee contributions, 
(Iciluctibles, coinsurance and exclusion -of cerUin types of expenses 
from eoverape Contributions share costs with all employees whereas 
deductibles and coinsurance shift costs to those who have claims. Con- 
tributions, if substantial, may encourage employees whose spouses 
al^ady have coverage to decjme to participate in the plan. 

Tkf. specific illnesses in an employer's work force ar© a key factor 
affecting claim costs; the illnesses in a given time period are a func- 
tion of the size and characteristics of the covered group, sUtistical 
fluctuations, the type of occupations, -enviromnfental problems, etc. 
Oiven a set of illnesses, the claim costs are also a function of what 
health care providers are chosen, and what specific caw they choose to 
render. ^ 

Th\s paper deals with the issue of cost variations by age. A related 
public policy issue, however, is how to control health care costs. Ex- 
hibit 3-4 shows that expected claims depend on many different factors. 
Tliese factors are likely to vary by employer, and many of them can 
lie influenced by employer action. An employer interested in managing 
health care costs can design a multifaceted approach which will prob- 
acy mclude the following types of activities : 

—Plan design to encourage effective utilization of health care f acil- 
it les and least costly alternatives. 

—Consumer education for employees on use of the health car© sys- 
tem and possiblv also on wellness. 

—Cost sharing with employees. 

—TTtilization review to ensure that employes are not misutilizmg 
costly services. 

—Administrative controls and audits to ensure that claims are paid 
m accoi dance with plan proyisions. 

—A data .malysis system to allow identification of where funds are 
Sf>eijf . of T»roblrm providers, and of likelv excess utilization. 

—Risk sharing with health care providers. 

-Price negotiation with health care providers. 

Comprehensive approaches to health care cost management are be- 
coming quite common. 

The cost of claims is the critical factor affecting employer payment 
for health care, whether the form of payment is direct' payment of 
claims or payment of premiums to an inmiran«<> carrier. Age is crften 
not obvious as a factor in the detennination of the cost Nevertheless, 
clamricosts do vary by age. so that there are real differences iti cost by 
ftjcr. Therefore, an appronch will Iv taken to attributing costs to differ- 
ent ages. This will be discussed in section 4.1 of this paper. 
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3iJ LIFE INSURANCE 

Life insiiraiu'C benefits are usually insured, because life insukance 
icxvetls are taxetl more favorably to the iKmeficiary than death bi»ne~ 
f s paid dircvtly by the employer. The insurance may involve exwri- 
pn« e rating so that the employer actually assumes much of the rLsk. 

The ty|K*.s of insurance available provide options for the nianage-^ 
me^it of cash flovr. The cost of the insurance to the employer is usunUy 
stated as a rate per thousand for the entire employee group. This rate 
is develo|)ed by looking at the amount of insurance nec*ded at each agje, 
and applying a cost per $1,000 based on the niortalit;>^ rate at t lie specific 
age. The exfiected cost is adjusted for administrative expense and tJie 
actual past experience of the employee group. 

Voluntary life insurance provides additional amounts to employees 
on an optional basis. Voluntary life insurance is nearly always based 
on premiums which vary by age. This is critical since the em{>h>yt*e can 
buy life insuramv on the open market and the rates for term insurance 
for younger persons are very low. 

3,3 DISABILITY 

Disability benefits may bo provided as insured or self-insured 
l)enetits. 

DisabiUty costs also vary by age. Since disability l>enefits run to a 
inaximuni nge, the {>otential )H»riiKl of payment decreast»s with increas- 
ing agf*. The rates of disability increasi» with increases! age. The total 
iO>t of disability In^nefits is estimated in the Chamber of Omnierce 
stu<ly as OAf jyercent of payroll, Tlie shorter potential Uwfit j>erioil and 
higher incidence rates ai-e otisetting, so that the variation of dis^dnlity 
cost by age is not a major factor in cost differences by a^. DisabiHty 
as defined hen* exchidcs the c<^t of job related injury which is covered 
by worker^ com|>en.sation, 

' Disability costs arc not a major factor in the compensation package. 
Disability will not Ih> cx)nsidered in sections 4 and 5, or in the wm~ 
pensat ion package examples in the appendix. 

However, it should be fwinted out that long-term disability Wnefits 
cannot be offered on a viable basis to i)ersons beyond usual retin>nient 
ages. EligibiHty for disability l)enefits under most definitions of dis- 
ability is partly subjective and claims experience is a function of mo- 
tivation as well as physical condition. If long-term disability !)enefits 
an> available after n»tirement ages, the plan can often be ust»d as a 
retirement plan with marked increajses in costs. 

3,4 PENSIONS 

Retirement lH»nefits are of two general tyj>es. Some plans provide 
for a defined contribution, or a contrilwition stated usually as a jn^r- 
eentage of pay for ea< h employee. Thesi* plans have the Mine cost 
regardU^ss of the employee age. The one exception to tliis rule is that 
employcM»s Ivlow or alK>ve certain af^rs may l)e excluded, lTn<ler ADEA, 
employees having a defined contribution plan only may lx» excluded 
from further contributions after age 65. Under ERISA, all employees 
may be excluded before age 25, 
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Other plaiw provide foi^ « deiiaed benefll^or a benefit which is stated 
as a formula u:^ually Im^hhI on years of service, and often based on 
pay. The cost for such plans is generally calculated using the entire 
group and its experience^ and no cost is generated on an individual 
employee basis. As a matter of interpretation, one could decide that 
costs are a level percentifge of pay for all employees, or one could trj^ 
to look behind the it>sts and Uevelop some measure by age. This sec- 
tion of the paper aiscusses the issu^ related to benefit acciiial and 
how employers pay for benefits. Section 4,3 attributes costs to age, 
^ In the case of life, disability, and health insurance, each year can 
be treated as a separate time period The employe either does or does 
not have claims m the year, and there is an identifiable annual cost 
wliich can be attributed to the age of the employe. However, as pre- 
viously explained, individuiri claims e^cperience of employees is not 
nec^iuirily the l^is for development of employer costs for such 
benefit plajos. 

In contra^V^or de£b^ benefit pensicm plans^ the employee works 
for a lon^ period of time and then ^ts a benefit during another pe- 
riod of tiA^* There is a s^n^Ie pension fund to pay b^efits for all 
covered emplovees. The fund is not allocated to individuals. Tj^e con- 
tributions to the fund are determiu^ usin^ one of several actuarial 
c<^ methods. The choice of method is a financial decision. Current 
contributions depend on many factors not relat^^to the current em- 
ployee population. For example, the assets already in the fund are 
an important factor in current and future contributions needed. Bene- 
fits are paid out over the future lifetimes of employee^ and contribu- 
tions are made over long periods of time. The cost methods which are 
a<xeptable provide flexibility in spreading the cost, and in fitting the 
plan to the financial needs of tiie ^ployer sponsoring the plan. 

This paper will not deal with specifics of the difi^rent methods. 
They are not viewed as an appropriate way to attribute costs. 

There are various benefit formulas which assign the benefit earned 
at retirement to diilTerent time periods. The actual year-by-year ac- 
crual of benefits is also viewed as arbitrary and a function of the type 
of benefit formula chosen. This is not viewed as an appropriate wAy 
to attribute costs because it is arbitrary and based on the benefit for- 
mula as will be shown below. An examination of the accrual provides 
some insi^rhts which will be useful in understanding how benefits 
accrue and issues related to cost of employment and age. 

Benefit accruals will be reviewed under thrro different formulas: 
A flat dollar aniount for each year of service, 
A percentage of current year earnings for each year with a 
periodic recalculation of benefits to bring them up to levels con- 
sistent with current price levels -career avera/arc plan. 
A |>crcentage of final average earnings for each year of service. 

Exhibits 3-5, 3-^, and 3-7 and charts 10, 11, and 12 show the devel- 
opment of these benefits on a year-by-year basis, Tliese plans are 
simplified and not realistic in that there is no Social Security 
integration. 
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IJlXugtwion of j^netlts EToed to E<ch Yea r 
Flat PoIXt fin - Ewlow Hired At Age 30 

loltUl Benefit Level U $10.00 ?mt Hooth Fer Tear 'Jf Senrlcc 
BeoeUt l9 Improved for All Service Every Tl>r## )w«re by Oae OolUr Per Month 



Benefit/Yeer 
Year of Service 



Split of Addltlooel 
Benefit 

Projected Ben Accrued Aidltiooel fi^vmd Plew 
at Age 65 Benefit Benefit Earned Service IsproveMenc 
^Aof*t»al) (Aae^l) (Anaual) (Aimnal) (Aowml) 
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16 
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2,880 


17 
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X6 
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3,240 


19 
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20 
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3,840 


21 
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4,032 


22 
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4,488 


23 


17.00 
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4,592 


24 
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25 
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26 
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27 
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29 
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30 
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31 
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«M«fic Uv«l !• far BmtIi t«iur of tervlc* 

••n^flc 10 lAproTcd for Ml 9«rvlc« »r«rjr tfcnM ^ R«c«lc«i»tifl« Imef u 

i»c*lcttiaC6d h99%iit U X.m of Mmta^e ?my lliatlpli#<| 9«rvic« 
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VofMfic 

JBMxmd 3 To«r 
Tot S#A»rjf of Sorvtco F<y 



9 f^^lS 
19,961 
20,950 
21,996 
22,991 
26,16! 
25,369 
26,615 
27,966 
29,343 
30,911 
32,351 
33,969 
35,667 
37,650 
39,323 
41,209 
63,354 
45,521 
47,797 
50,197 
52,696 
55,331 
49,099 
61,003 
64,053 
67,25« 
70,618 
74,149 
77,857 
91,750 
95,837 



1 


918,000 


9 


225.00 


2 


19,900 




236*25 


3 


19,945 




249*06 


4 


20,937 




260*47 


5 


21,979 




273,49 


6 


22,973 




297*16 


7 


24, 122 




301*52 


9 


25,329 




316*60 


9 


26,55M 




332fc43 


10 


27,924 




349*05 


11 


29,3xU 




366*50 


12 


30,786 




394*93 


13 


32,325 




404*07 


14 


33,942 




424*27 


15 


35,639 




445*49 


16 


37,421 




467*76 


17 


39,292 




491.15 


18 


41,256 




515*79 


19 


43,319 




541*49 


20 


45,4|>5 
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1,894 
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919,000 
19,450 
19,915 
19,390 
19,992 
20,997 
21,931 
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24,179 
25,389 
26,659 
27,990 
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' 32,402 
35,023 
35,^24 
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39,395 
41,355 
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Thb flat dollar plan has benefits improved periodically— for our 
example, every tiiira year. 

The career average pay plan has similar diaracterii^ics, except that 
the annual benefit covered is tied to pay, rather than being i^ted as 
a flat dollar amount Benefits are also improved every S y^urs. 

The final average pay plan has benefits based on service, the formula' 
and 6n pay. The (Mty xK>st often used is an average of the last 9 or 
highest consecutive 5 vear& Each year tl^ benefit increase is partly 
the result of additional service and (mrtly the rrault of additiimal pay. 
Assigning the full benefit increase to the year does not seem logical* 

The data demonstnites that there is scmi^ difficulty and arbitrary 
about assigning parts of the pension bmefit to particular vears of 
service* The difficulty arises because the increase in the accrued benefit 
each year links to 1 more year of service, plan changi^ pay and pay 
interacting with prior service* A change m a fiat dollar plan is mi- 
pUctly linked to a pay level change, although this is never ^ted* These 
interact differently in different plans* An employer who wants to wty 
the same benefits at nrtiremOTt may do so in many different ways. The 
route us»d will not affect peopb who stay to retirwient, but will affect 
people who leave at earlier ages. 

The factors which affect the real l<mg*term pension cost include: 

— ^The amount of benefit earned in a given year, 

— ^The period from the time the benrat is earned until retirement (or 
some other event which triggers a benefit payment), 

— Tlie interest which can be earned until the benefit is paid* 

—The chance that the benefit will be Ic^ due to termination of em- 
ployment before benefits are veiled, or death before death benefits 
are payable* 

— chance that the benefit will be paid at various times* 
Higher age employees can be viewed as having higher costs because 
of the shorter time for the money to earn interest, and the smaller 
probability of deatli or termination. Hiis type of difference in wst 
IS ago related in a way that is comparable to the way costs of life in- 
surance, disability, and health insurance are age related* 

In section 4*3, costs by age will be developed using attribution factors 
and time to retirement Benefit accrual differences will not be consid- 
ered age related* 

The approach which will be used to attribute costs to age is equally 
valid for employees hired at older ages and older long service em- 
ployees* 

If benefits accrued are greater in early years of emplovment, then 
employees hired at older ages earn relatively greater benefits and have 
higher costs. For example, if a plan provides 2 percent of pay each 
^'car for the fii-st 20 vears and 1 pcn-ent of pay therenfter for the next 
15 years, an employee hired at 50 will have all service at the 2 percent 
accrual rate, whereas an employee hired at age 30 will have ^ years 
at 2 perent and 15 years at 1 percent. Such differences in accrual rates 
are plan specific, and will not be recognized in the cost attribution 
method* 



Section 4 

EMPLOYEE BENEFITS—ATTRIBUTION OF 
BENEFIT COSTS BY AGE 

As indicmted in section 3, employee benefit costB are geneniUy de- 
scribed in terms that represent averagi^ over an entire employee popu- 
lation. However, mideriying the costs is experience which varies with 
the actual demographics. 

The purpose of sectiim 4 is to look behind these averages to see what 
the expected claim costs by age might be- Overall, the ex]^e<^ claim 
benefit costs are higher for older employees. In this section, we will 
di»cusi} costs separately for life insurance, hMlth insurance and pen- 
sions. Each presents some different isstms. 

4.1 MEDICAL AND DENTAL BENEFITS 

Historically, th.e^ost of employee benefits was not an issue which at- 
tracted top management attention. Cost allocation by emplovee group 
was often done on an average basis, or total claims were allocated ai- 
rectly to locations. 

However, iji recent years, there has bera a major rfiif ^ in thinking 
concerning the importance of benefit costs and their allocation. Health 
care costs today are over 10 percent of gro^ naticmal product and in- 
creases in health care costs have had a major impact on profits for some 
businesses. The TEFRA change requiring the employer plan to pay 
health benefits before medicare would pay for employees age 
focused attention on older employees and health insurance. 

Since 1980, many employers have restructured heUlth benefit plans 
to move away from firirt-doilar coverage to encourage employees to act 
as good consumers, and to create incentives for out-of-hospital care. 
Some employers have become prwctive in communicating on health 
issues and in trying to influence the health care system. 

Various methods for financing health benefits are available, as de- 
scribed in section 3. 

Historically, group claim data has been analyzed largely from an 
overall viewpoint. This is shifting with a new focus on where dollars 
are bein^ spent and with a lot of c<mvparison of utilization to normative 
data* Whue the$e analyses are not wually ace focused^ it is expected 
that more age-related data will become available. 

As indicated in section 3, claim costs are critical to a)st regardless of 
the health care financing arrangements. We will develop factors for 
relative costs by age using available data. 

For medical insurance, the claim data is still usually not maintained 
by age in group plans, so that claim costs are not directly developed 
by age. Younger employees tend to have more children if they have 
dependents, and also to have maternity claims. On an individual basis, 

(42) 
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it is ckftr that claim increase by tjra. There is also a problem 
with rwpect to the handling of a^ 66^-69. Past experience would not 
be valid because medicare was pnmary for these individuals, whereas 
since January 1, 1983, the employ»r*8 plan is primary. It is suggested 
that the following index numbers are appropriate for attributing claim 
costs by age. Age 4^-49 has been set equal to 100 percent 

Agt' {p«re«Ht) 

Under 45 1 

40 to 49 

00 to (M 112.5 

05 to 09 i^O 

00 to w — iflo.o 

05 to 00 r- 220.0 

These index numbers were developed from IIMO experience for 
families covered by group contracts as published by Hutching and 
UUman in the Transactions of the Society of Actuaries in 1983. Exhibit 
4-1 shows the data published by Hutchmgs and Ullman. The age 6&- 
69 data um estimated. The ratios below age 65 were confirmed oy re- 
viewing experience on individually underwritten hospital and major 
medical policies as published in the "1981 Feports Number of the 
Transactions of the Society of Actuaries." This experience covers 1977 
and 1978, and confirms the general pattern. 
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Bxhiblt 4>I 
MWO QUi m Coat per Contract Year 
iBpatlant and Outpatlaot CwnbtiMKl 
(N«w York Bliui Cross Blue Shield Sxperleoce for 1978) 



Ctowp 

20-29 
30-39 
40-* 4 
45-49 
50-54 
55-59 
60-64 



Average 



lodltrldual 
Hto le 

$112.30 

$153.23 

$216.70^ 

$301.19^ 

J448,55 

$456.99 

$725.11 

$213.15 



lodividual 
rsaals 



$169.02 
$240.02 
$312.29 
$374.90 
$400.79 
$473v29 
$587.43 

$326.49 



$524.53 
$516.12 
$540.92 
$652.07 
$761.82 
$844.91 
$1,079.24 
f 

$667.94 



Ratios of Clala Costs to Average 



Age 
Croup 

20-29 
30-39 
40-*4 
45-49 
50-54 
55-59 
60-64 



Individual 
Male 

52, 7t 
71.9t 
101. 7X 
141. 3X 
2t0.4t 
214.4X 
340. 2X 



Individual 
Festal e 

51.8X 
73,5X 
95. 6X 
U4.gX 
122.8X 
!45.')X 
179. 9X 



ra»ily 

78. 5X 
77. 3X 
81 .OX 
97.61 
114. IX 
126. 5X 
161 .6X 



Source: Hatchings and UIUmw, Prepared Hospital Care Age/Ses and 
Hos»>ital Continuation Study - to be published in the 1983 
Tranaactions of the Society of Actuaries. 



Note: The clai« levels are very such belov current claia costs but 
thla is the aost recent data on costs by age within the Marking 
population age span. * 
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If w© use these index numbers, we aui t>en get clawns co^ by ^ 
if we assume different level of ftvenige cUiin costs for different plww. 
These costs are as follows : 

Age Average Clalma for Total Croup — 

Group $1.600 $2.000 $2.400 12^ 

Under 45 1.280 1.600 1.920 2.240 

43-49 1.600 2.000 2,400 2.800 

50-54 1.800 2.240 2.700 3,150 

60-64 2,560 3,200 3,840 4,480 

65-69 3,600 4,500 5,400 6,300 

The nf enige claim costs are the per employee cost, and so they repre- 
sent the cost of the employer-supported care for dependents allocated 
per eniployMd^inbined with cost for the employee. Tliesc costs are 
based on tWattribution factors developed earlier. 

If a plli^ contributory, the e"^npIoyee contribution is the same 
regardless ofa*, and so the variation that in the employer's share of 
the cost becomes more substantial. For exainple, 
cost for all employees is $2,000 and the employee pays $400. Tlie total 
cost attributable to an employee under 45 is $1,600, and so the employer 
cost is $1,600 --$400, or $1,200. The total cost attributable to an age 60 
Tployc^ is $3^;aving an employer cost of $2,800. The data Ik-Iow 
sliows what could happen if the employee pays 20 percent of the 
average cost. 
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AvTai» toplpytr Clatwta for Contribtitojy Flfln 



Av«r«ge Tot«l CiaiM 



per ^ployee 


91.600 


$2,000 


$2,400 


$2,800 


Kimj^xoymw vOQi n Pit C lOtI 






• 




«t 20X 


$ 320 


$ 400 




$ '560 


Employer Cost 


?i,2ao 


?1.60(K 


$1,920 


$2,240 


EMpioyet Coot by Age 










MUp 










Ucider 45 


$ 960 


$1,200 


$1,440 


$1,690 




i*2ao 


1,600 


1,920 


2,240 


50-54 


1,460 


1,850 


2,220 


2,590 


60-64 


2,240 


2,aoo 


3,360 


3,820 


65-69 


3,250 


4,100 


4,920 


5,740 



For employers ioith high co$t health plans, the medical cure cost for 
older employees is » subsUntial burdenu TIh^ with employees 85-((9 
have already isolated and considered this cost because it was called to 
their Rttention by TEFRA. While medical benefits may be worth 
about 5 percent of pay overall, for lower paid older workers this per- 
centage could be 2C to 30 percent of pay. This is particularly true if 
the e:nnloyer offers medical benefits to employees who work on jreduced 
schedules. Some employers offer medical coverage to employees who 
work 20, 25, or 30 hours per week. Older persons are one of the groups 
.P^e^er such schedules. Department stores, banks, food service es- 
tablishments, and hospitals are oxamples of employers who have sig- 
nificant nuTnl»ers of employee^ with rednml work schedules. 

The employer may have a ch *ce in filling these jobs with teenager*, 
housewives who need work on j.mited schetlules, and older persons. 
The older perspn could provide advantages in ter-ns of lower turn- 
over, lower abflenteeism, and greater attention to the job. but could 
also be a real disadvamnge in terms of cost of medical benefits. But, of 
course, if medical benefits are not offered, this cost is eliminated. 

It is very likely that employers nill pay much more attention to 
health care costs by age in the future than has been paid to it in the 
past 

Where employees pay for part of their health care, the employe© 
payment does not — and cannot und^r extstin"' ^aws— vary by age. The 
employer cost varies bv ag» more than empiov«e cost. 

Historic«lly, health care providers hsve charged fee for service or 
if the service is provided through an HMO, a per capita chaqie. A 
shift is oecnrring at the present time, with medicare havinir adopted 
a svstem of reimbursement for in-hospital services based on flat 
amounts per dinfrnostic related rrroupings or DKG's. »Some people be- 
lieve that the DRG concept will be extended to much health care pro- 
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vidcd to employws. Under the DRG concept, the risk of health care 
costs exceeding avenges for the DBG shifts in part to the hospital 
Age is a factor in some cases in the assignment of a specific case to a 
DKG, The use of DBG's may influence tJie pattern of health care costs 
by age, but it is too early to tell what effect it will have, 

Kbt Pouits anp Pouct Impmcations 

Health care costa rise witii age* DatA <m the patteni by age is 1^ 
and it is not clear what factors influence that pattern^ 

For low-paid employees, health care is a substantial part of the total 
compensation package, peurUcularly for older woritera 

Currently, law creates a significant health benefit cost for employers 
hiring workers at ap 65-69. The long-terra magnitude of this cost 
is not kno^ at this tmnw 

TEFRa has made this ii^ue much more visible* 

Health care costs may influence future employer decisions about hir- 
ing older woriters, particularly oa reduced scneaules, 

4^ LIFE INSURANCE 

For life insurance, we can judge the cost difference by age by looking 
at the morality rates. The following is the cost as a |>ercentaee of nay 
for a life insurance benefit of one times pay assuming tlint mortality 
rati-s follow the 1960 Iwsic group table. This table has somewhat higlu r 
mortality rates tlian recent exi)erience. The rates are as follows : 

€o$t of drath 

b€ntfit 

- - 0.1 

S7 ""yyj^^ _ 0^2 

38 0g 

43 

« » 

S3 — \l 

08 - ii 

es - ^-s 

Life insurance amount ^ typically range »Jp to three times pay pro- 
videtl bv the employer. ^ any employers offer a Iwsic amount ami then 
reqiiire the employee to ->ay for the additional amount. Ape braeket 
employee contributions a t often used for the volimtary amounts. 

4.3 PENSIO!^ COST ATTRIBUTION BY AGE 

For purposes of the cost of the benefit package by age, we will assume 
that the i>ension cost attribution in a defined plan consists of compo- 
nents whitii are age related and components which are not age relate<I. 
( V, 'vments which tie into the l>enefit formula and the pattern of U ne- 
fit H ' nial will lie consideretl as not age related, since these factors are a 
function of arl)itrarv decisions wilh res|>ect to plan design. Ilowever. 
diffen-nces in tin- « ost which arise from the shorter tune to retirement 
the shorter lKTi<Hl of interest earnings, and the shorter iH'nod m which 
the indiviihml may die will W asnuined to lie age n- lated. This will en- 
able us to di'vclop factors by age which can be applied to the average 
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cost plan in ordor to develop relative cc^ts of benefits by age. The plan 
cost will be the currt»nt cpntribution rate as a percentaije of pay. This 
method is consistent with tlie handling of health benefit costs- ^ 

The factors shown in exhibit 4-2 are developed by getting an annuity 
factor for $1 of life annuity payable starting at age 66, and then getting 
the ratio of the annuity at the specific age to the annuity at age 45, The 
factor measures how much more or less is needed at the specific age 
than at age 45, For example, a depK)sit of $L85 each for a large group 
all age 45 will earn inters at 7*/^ percent so it will grow^ to an amoimt 
large enough to pay $1 per year starting at age 65 for all those who are 
still alive. Payments contmue to death. The corresponding deposit 
needed at 50 is $2.69. The factor for 50 is 125,4 percent or $2.69 divided 
by $L85. The 50-vear-olds must pay 25 percent more to get the annuity 
to make up for the loss of interest from age 45-50 and to make u;> for 
the fact that the number dying from age 45 to age 65 is greater than 
the number dying from age 50 to age Those who die before 65 get 
no benefit. 

The calculations shown in exhibit 4-2 are based on an assumption of 
agi> 05 normal n*tirement and actuarial reduction for retirement l)efore 
age 65. The same method could be applied for other retirement years* 
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Neafturef Cost pmt 91 of Lil« Annuity Starting mt A§« 65 9r Current Ag« 
Cost* Based on 7-1/2X aod cte 1W3 Croup A»miitr TmhU V«lwi 



if Uiter 
•) 





Annuity 


Cost M % oi 


locre«Mi« 




AimuiCy 


Cost 88 % of 


Increase 


M£ 

20 


Factor 


Aftc 47 Co9t 




Ail 


Factor 


Ass 47 Coat 




0.2^63 


i3.0X 


1.1% 


46 


1.^78 


92.8% 


6.7%. 


21 


0.3197 


14.9% 


1.1% 


47 


2.1422 


100.0% 


7.2% 


22 


0.3427 


16.0% 


1.2% 


48 


2.3093 


107.8% 


7.8% 


23 


0.36«6 


17. 2X 


* 1.3% 


49 


2.4903 


116.^ 


8.5% 


24 


0.3964 


18. 5X 


1.4% 


50 


2.6865 


125.4% 


9.1% 


25 


0.4263 


19. 9X 


1.5% 


51 


2.8993 


135.3% 


9.9% 


26 


0.4585 


21.4X 


1.6% 


52 


3.1303 


146. IX 


10.8% 


27 


0.4931 


23. OX 


1.8% 


53 


3.3811 


157.8% 


11.7% 


2H 


0.5304 


24. 8X 


1.8% 


54 


3.6537 


170.6X 


12.8% 


2V 


0.5704 


26. 6X 


2. OX 


55 


3.9501 


184.4% 


13.8% 


30 


0.6136 


28. 6X 


2.1% 


56 


4.2726 


199.5% 


15.1% 


31 


0.6600 


30.81 


2.2% 


57 


4.6236 


215.^ 


16. 3X 


32 


U.7I00 


33. IX 


2.3X 


58 


5.0061 


233.7% 


17. 9X 


33 


0.7637 


35. 7X 


2.6% 


59 


5.4234 


253.2% 


19. 5X 


34 


0*8216 


38. 4X 


2.7X 


60 


5.8795 


274. 5X 


21. 3X 


35 


0,8839 


41. 3X 


2.7X 


61 


6.3788 


297.8% 


23.3% 


36 


0.9510 


44. 4X 


3.3X 


62 


6.9270 


323. 4X 


25.6% 


37 


1.0233 


47. 8X 


3.5X 


63 


7.5303 


351. 5X 


28. IX 


38 


i.ion 


51.4X 


3.6X 


64 


8.1967 


382.6% 


3K1X 


39 


1.1849 


5b. 3X 


3.9X 


65 


8.9353 


417.1% 


34. 5X 


40 


1.2752 


59. 5X 


4.2X 


66 


8.7078 


406. 5X 


(10.6%) 


41 


1.3726 


64. IX 


4.6X 


67 


8.4773 


395.7% 


(11.8X) 


42 


1.4775 


69. OX 


4.9X 


68 


8.2449 


384. 9X 


(10. 8X) 


43 


1.5908 


74. 3X 


5.3X 


69 


8.0109 


374. OX 


(10.9X) 


44 


1.7130 


80. OX 


5.7X 


70 


7.7754 


363. OX 


(11. OX) 


4^ 


1.84S1 


86. IX 


6. IX 











Nute: Age *7 u.cd to represent Hge 45-49 age group. Incr««s« by Age meaaaxes 
the percentage change froo the prior i^e to the current age. For ages 6>- 
69, annul ties are asauwd to be paid iMMdiately *o the coat reduces by age 
to reflect the shorter life wtpectancy as age increases. 
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Section 5 



COST OF COMPENSATION PACKAGE 

la this section, we will present an apprMch for combining the age 
ralateit coei^ which are part of tlie c^pensation parage and showing 
eost^ by age for a number of different compensation packages* 

6.1 APPROACH TO DEVELOPING COSTS BY AGE 

In this section, the costo developed earlier in this {mper will be 
combined togetJher to develop owts of compensation t»u±ages* The 
basic approach will be to assume that the cost of direct jmj is not age 
related, but that specific benefit co€^ are age related. These ben^t 
costs will be added to direct pay to ^ ^ndex numbers by age. 

For convenience we have assumed that age bracket 45-49 should 
have an index number of 100 percent. The b^efits which are used as 
having significant age related coots are defined benefit pension plans, 
medical insurance and life insurance* The factors developed in sec- 
tion 4 are used to develop age related costs for the total compensation 
package. Pension cost variations reflect only variations due to a dif- 
ferent period of time to earn invei^ment income and different exposure 
to mortality before retirement We have assumed that differences 
related to the pattem of benefit accrual are not related to age. 

The calculation basis is as follows: 

—We have used three imv levels: $10,000, $25,000, and $50,000. 

— Employees are grouped into 6-year age groups* 

— ^For medical insurance, an average cost per employee is assumed, 
and relative value as the health benefit at different a^s is used 
to translate this amount into an age cost* If the plan is paid for 
partly by employees, the amount paid by employees is deducted 
after the amount is translated into an a^ based 

— Calculations are shown for employers with high and low medical 
care costs overalL The differences in average cost per employee 
reflect whether it is a generous or low cost plan, geography, and 
the demographics of the ipoup* They also reflect the quality of 
administration. However, it is assumed that none of these factors 
affect the relative cost by age. The total annual employer cost 

fer employee is $1,600 for the low cost plan and ^,800* for the 
iijher cost plan. Employee a>ntribntions listed are zero and 
$600 per vear for the $1,600 plan, and zero, $600, and $1,200 for 
the $9,800 plan. 

—For life insurance, mortality costs are used. The compensation 
package includes two times pay as the life insurance amount* 
Life insurance is not a major factor so no variations are tested. 

— ^For pensions, the plan is not looked at, but rather the employer 
is cate/2:ori7.ed by total defined benefit contribution as a percent- 
age of pay, and it is assumed that this amount can be attributed 
to employees as a different amount by nge. Defined contribution 
plan contributions do not vary by age. This method a^umes that 

(BO) 
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ihd orerall eoatributi<m aeta tlie coBt level and Uiat the factors are 
appropriate as a way to attribute them to age. Defined benefit 
plans are tested a^. 2 percent, 6 percent, and 10 percent of jMiy. 
Dftfii^ c<mtjribution plans are t€«*ed at 5 percent and 10 percent 
of pav. 

— ^Di^ility benefits have been excluded frcnn the analysis as they 
are wst a major item in the compensation packaf;e. 

— ^I^nie offj productivity, training, turnover and other costs except 
^rect pay which are either not related to age or can't be quanti- 
fied are excluded from the analysis. 

— Overall, these results show the ra^^ of cost variation by age in 
a variety of cases (^diibit 5-1). 

Exhibit 3-1 

Suwaary of Cost Factors ty Age for Use In Cogtin^ Benefit Plang 



Defined Benefit tife Insurance 



A^tt Croup 


Hedlcal Coet 
Factor as X of 
Average Coat 


Cost Factor aa 
X of Average 
Coat 


Coat aa X o 
Pay for One 
TiMa Pay 


Uncter 30 


80. Ot 


23. OX 


O.IX 




80.0% 


33. OX 


O.IX 


35-39 


80.0% 


48. OX 


0.2X 




80.01 


69. OX 


0.3X 


45^9 


100. OX 


100. OX 


0.6X 


50-54 


112. 5X 


146. OX 


l.OX 


55-59 


125. OX 


216. OX 


1.5X 


60-64 


160. OX 


32 3. OX 


2.3X 


65-69 


225. OX 




2.3X 



Note; Same life inaurance coat is aasuaied for 65-^9 aa for 60--64 
because it ia aaauaed that the l>eaefica will be reduced to 
equal cosC; regulations allow a 30X reduction. 

If benefits are not reduced, assume costs at 65-69 are about 
30X higher. 

Defined contribution coats are the same by age* 

Pension coats are determined on the basis that retirements are 
at age 65 or current age ia greater. 

*See Section 5.3 for a diacuaaion of penaioo coata at agea 65-69. 
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6^ COSTS OF VARIOUS COltPENSATION PACKAGES 

Hie appendix includes 25 sample compensation packages and shows 
the costs by age groups of these sample compensation packages. Costs 
are also shown as a percentage of age 4r>-4y cost. The packages include 
hve medical benefit plans and five retirement plans, which have been 
conibmed with base salaries ol $10^000, $25,000, and $60,000. The med. 
ical and pension plans are defined in terms of their cost and type. The 
medical plans are as follows : 

Annual cost per employee : '^"^Jtltt^ 

|1,0OO _ „ A 

|1,<»0 «n5 

♦2.800 „„ ^ 

12,800 — eoo 

12,800 i<2lO0 

The retirement plans are as follows : 

Defined henefU jp^ows—Contribution of 2 percent, 6 percent, and 
10 percent by the erajployer. 

Defined contrihutton ;>&*«>--Contributions of 5 percent and 10 
percent by the employei'. 
Noncontributory life insurance of two times pay is included. Disa- 
bility benefits are not included in the«» calculati<ms. 

Exhibit 5-2 summarizes the dollar costs of some of the compensation 
packages for ages 50-64. See the appendix for development of these 
figures and co^ at all ages. 

Exhibits 5-3, 5-4, and 5-6 summarize the relative costs of com- 
pensation packages analyzed for ages 50-54, 55^9, and 60-64. This 
dat« shows cost relative to cost at ^^-49. 
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Exhibit V2 

iUtribut»4 CowwiP»mti<» Pactu^ g Co*t in Dollars 



Hvdic«I Co«t 

f«fuiiaa Plan " 

$1,600 
$1,600 
$2,900 

$2,aoo 

$2,S00 



$10,000 ^ $25,000 W,000 
DeUoed 9eo«fit - 2X of Pay Or«rall Cootribwtioo 



50-54 
55-59 
60-64 
50-54 
55-59 
60-64 



$12,292 
$12,732 
$13,666 
$13,642 
$13,232 
$15,586 



$28,030 
$28,630 
$30,325 
$29, 3W 
$30,330 
$32,245 



$54,260 
$55,660 
$58,090 
$55,610 
$57,160 
$60,010 



p«Q«ioii Pl«o - 1>«fifie4 Ka«fit - 5X of Pay Overall Coatributiofi 



$1,600 
$1,600 
$1,600 
$2,800 
$2,800 
$2,800 



50- >4 
55-59 
60-64 
50-54 
55-59 
60-64 



$12,730 
$13,380 
$14,635 
$14,060 
$14,880 
$16,555 



e29.125 
$30,450 
$32,748 
$30,475 
$31,950 
$34,668 



$56,450 
$58,900 
$62,935 
$57^800 
$60,400 
$64,855 



paosioo Plan - Vefin^ nenetit - 10% of Pay Overall Contribution 



$1 ,600 
$1 .600 
$1,600 
$2,800 
$2,800 
$2,800 


50-54 
55-59 
60-64 
50-54 
55-59 
60-64 


$13,460 
$14,460 
$16,250 
$14,810 
$15,960 
$16,170 


$30,950 
$33,150 
$36,785 
$32,300 
$34,650 
$38,705 


$60,100 
$64,300 
$71,010 
$61,450 
$65,800 
$72,930 


Pension Plan - 


DefiiMd 


Coatribiitlon - 


5% of Pay 




$1,600 
$1,600 
$1,600 
$2,800 
$2,800 
$2,600 


50-54 
55-59 
60-64 
50-54 
55-59 
60-64 


$12,500 
$12,800 
$13,520 
$13,850 
$14,300 
$15,440 


$28,550 
$29,000 
$29,960 
$29,900 
$30,500 
$31,880 


$55,300 
$56,000 
$57,360 
$56,650 
$57,500 
$59,260 


pension Plan - 


Def loeiS 


Cootribtitioo - 


10% of Pay 




$1 .600 
$1,600 
$1,600 
$2,800 
$2,800 
$2,800 


50-54 
55-59 
60-64 
50-54 
55-59 
60-64 


$13,000 
$13,300 
$14,020 
$14,350 
$14.8<K) 
$15,940 


$29,800 
$30,250 
$31,210 
$31,150 
$31,750 
$33,130 


$57,800 
$58,500 
$59,860 
$59,150 
$60,000 
$61,760 



Note; Hedlcai Plan ia p^id for entirely by employer; sedical coat la 
everage tor all ei^>loyeea. A $1,600 average coat at all agea ia eqal- 
valent to a coat ranging fro« $1,3»0 to $3,600, 
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Exhibit 5-3 





•s Percent 


of Alie 45-49 


Cost 




Medical Coat 
pvt Heat 


E«pIo3ree 


Mmusl Salary Level 




Contribution 


$10^000 


$25,000 


$50,000 






Pension Pl«n 


Defined Benefit 


" 2% of Pay 






$1,600 
$2,dO0 
$2,600 
$2,800 


$ 0 
$ 600 
$ 0 
$ 600 
$U200 


103«lt 
103. 3X 
104. OX 
104. 2X 
104. 4X 


102. 3X 
102. 4X 
102. 7X 
102.8X 

i02.ax 


102. OX 
102. OX 
102. 2X 
102. 2X 
102. 3X 


Pension Plan 


- Defined Benefit 


- 5X of Pay 






$1»600 
$1,600 
$2,800 
$2,800 
$2,800 


$ 0 

$ e»oo 

$ 0 
$ 600 
$1,200 


104. 2X 
104. 4X 
104. 9X 
105. It 
105. 4X 


103. 5X 
103. 5X 
103. 8X 
103.9X 
104. OX 


103. 2X 
103, 2X 
103.4X 
103. 4X 
103. 5X 


Pension PX^n 


- Defined Benefit 


" lOX of Pay 






$1,600 
$1,600 
$2,800 
$2,800 

$2,800 


$ 0 
$ 600 
$ 0 
$ 600 
$1,200 


105. 8X 
106. IX 
*06,4X 
;06.7X 
107. ox 


105. 3X 
105. 4r. 
105. 6X 
105. 7X 
105. 8X 


105, IX 
105. IX 
105. 2X 
105. 3X 
105. 3X 


Pension PUn 


- Defined Contribution - SX at 


Pay 




$1,600 
$1,600 
$2,800 
$2,800 
$2,800' 


$ 0 
$ 600 
$ 0 
$ 600 


102. 3X 
102. 4X , 
103. 2X 
103. 4X 
103. 5X 


101.4^ 
101. 5X 
101. 9X 
101. 9X 
102. OX 


101. IX 

101. 'X 

tn 1 1^ 
iU i . 34 

101 .4X 
101. 4t 


Pension Plan < 


- Defined Contribution - lOX of 


Pay 




$1,600 
$1,600 
$2,800 
$2,800 
$2,800 


$ 0 
$ 600 
$ 0 
$ 600 
$1,200 


102. 2X 
102. 3X 
103. IX 
103, 2X 
103. 4X 


101. 4X 
101. 4X 
101 .8X 
101. 8X 
101. 9X 


101. OX 
101. IX 
101. 3X 
101. 3X 
101. 3X 
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Exhibit 

^ Pet c»nt of Aa» Co»t 



H«diC4il Cost 


gsiployaa 


Anoual Salary Level 




p«r Year 


CoDtrlbutlon 


f 10^000 


$25,000 


^50,000 


Pension Plan 


- Defined Benefit 


- 2% of Paf 






$i,too 


5 0 


106*8X 


105*2X 


104.61 




$ 600 


107 ♦2X 


105. 3X 


104. 7X 




$ 0 


108. 5X 


106*0X 


105.11 


$2,800 


$ 600 


108 *9t 


106.21 


105.11 


$2,600 


$1,200 


109 •3X 


106#3X 


105.21 


Pension Plan 


" Defined Benefit 


~ 5X of Pay 






$i,W)0 


$ 0 


i09#3X 


108.2X 


107,71 


$1 ,600 


$ 600 


U0*0t 


108. 3X 


107.81 




$ u 


U0,9X 


108. 9X 


108.11 


, $2,800 


$ 600 




109 .OX 


108.11 


$2,8nc) 


$1,200 


nU9X 


109. 2X 


108.21 


P«nalon Plan 


- Defined Benefit 


- lOX of Pay 






$1 ,6U<J 


$ 0 


113, 7X 


1 12.8X 


112. 4X 


$1 ,600 


$ 600 




113.0X 


112.51 


$2,800 


$ 0 


IU,7% 


113. 2X 


112. 7X 


$2,800 


$ 6Ca 


ll>*3X 


113. 5X 


112.81 


$2,8(HI 


$1,200 


116. OX 


113.8X 


112. 9X 


Penaion Flan 


- Defined Contribution - b% of 


Pay 




$1,600 


$ 0 


104. 7X 


103.0X 


102. 4X 


$I,60U 


$ 600 


105 .OX 


103. IX 


102. 4X 


$2,800 


$ 0 


106. ^>x 


103. 9X 


102. 9X 


$2,800 


$ 600 


106 .91 


104. OX 


102.9X 


S2,«0U 


$1,200 


io;«2X 


104. IX 


102.91 


Pension Plan 


" Defined Contribution lOX of 


Pay 




$l,60U 


$ 0 


104. 6X 


102. 9X 


101.01 


$1,600 


$ 600 


104. 8X 


103.01 


102. 3X 


$2,B0'> 


$ 0 


106. 3X 


103.81 


102.7% 


S2,800 


$ 60^^ 


106. 6X 


103. ax 


102 .8t 


$2,800 


$1,200 


106. 9X 


103.91 


102. 8t 
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Afmoiil S4l«nr Uirel 




per y««r 




flO.OOO 


$25,000 


150.000 






Feo«lon P1«d 




Zl of ?my 






$1 ,600 
$1,600 
$2, $00 
$2,800 
$2,800 


$ 0 
$ 600 
$ 0 
$ 600 
$1,200 


118.8X 
119. T» 
120. 7S 


1 Iv. /4 

110.9; 
112.7; 
113. o; 
113. i; 


109.2; 
109.31 

110.3; 
110.4; 
110.5; 


F«Q«iofi Pino 


Dtffiocd Benefit 


5X of Fey 






$1 ,600 
$1,600 
$2,800 
$2,800 
$2,800 


$ 0 ' 
$ 600 
$ 0 
$ 600 
$1,200 


119.8t 
120.8X 
123.4S 
124. 5S 

125.7; 


116.3; 

116.71 

118. i; 

118.51 
118.91 


115.1; 

115.21 

116.0; 

116.21 
116.41 


Fentflon Plan 




" 10% of fmf 






$1 ,600 
$1,600 
$2,800 
$2,800 
$2,800 


$ 0 
$ 600 
$ 0 
$ 600 
$1,200 


127. 8X 
129. U 
130.5X 
131.9; 
133.4; 


125.1; 
125. « 
126.5; 
127.(Ke 
127.6; 


124.11 
124.41 
124.91 
125.11 
125.41 


Pension Plan 


- Defined Caotri6uLioo 5S of Fey 




$1,600 
$1,600 
$2,800 
$2,800 
$2,800 


$ 0 
$ 600 
$ 0 
$ 600 
$1,200 


110.6; 

111.2; 
115.1; 
115.8; 
116.5; 


106.4; 
106.6; 
108.6; 
108.8; 

i09.o; 


104.91 
104.91 
106.01 
106.11 
106.21 


Pttnsioo Pl«n 


- Oef ioed CoQCrlbocioa - lOX of 


Fey 




$1,600 
$1,600 
$2,800 
$2,800 
$2,800 


$ 0 
$ 600 
$ 0 
$ 609 
$1^200 


110.2; 
uo.n 
114.5; 

115,21 

115.9; 


106.2; 
106.^ 
108.3; 
108.4; 
108.6; 


104.71 
104.71 
105.81 
105.81 
109.11 
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Sonic of the kev iwints sliowii by these exhibits are as follows: 
— Tlio value of the eoiiii)ensation packagi' is greater at the older 
ages, and this is particularly pronouncetl at ages 6i}-€A. The value 
at 66-6» de|>ends on how benefits are handled. This is discussed 
in section 5,8. 

— At age« r>(V^54, the compensation package is worth between 101 
tjercont and 107 i)ercent of the value at ages 4.5-49. This range 
inci-eases from 101 percent to Ufi l>ercent at ages 55 59 and from 
105 i>ercent to 134 |>ercent at age^ 60-64, 

— Then» is much more variation in a package including a defined 
benefit plan, than in one including only defined contribution 
plans* 

—For lower paid peonle, the most significant item will be the medi- 
cal plan, particularly if it is a relatively generous plan. 

— For higher paid i)eople, the defined benefit plan will often become 

the mo^t im|)ortant element, 
—The grt»atest variation is found in costs of defined lienefit jHMision 
plans. It should be noted that the higher the rate of investment 
a>tuni ex|HX'te<K the ^ater will be the variation, since interest 
earnings are available over different time periods! 

5.3 BENEFIT (X)STS FOR THE OVEU AGE 65 WORKER 

The cost approach developed includes costs for workers who are over 
age Tm, Thcsi* are inchided m the ap|K*ndix. They aiy not inchuhnl in 
the sununary tallies. There an- some s|Hcial considerations which 
>hould Ih? uii<lei-stoo<l in order to interpret the over age* 05 <lata. The 
nuHlical cave costs are estimated. No rt»liable data exists yet since 
TEKRA amondnients rtHpjired employer coverage to l>e primary only 
r/lativelv Recently. Using the methoil suggested by the authors, the 
|>er employee medical ciirc atsi at ages over 65 varies from $-H/>(X) to 
yfillMHl This inchidcs the vc^t tor deiKMidents. Per capita medical costs 
over age 65 are over $4/KH) i>er wrson in 1984, so that these amounts 
nuiv l)e reasonable even though tney s<M>m to Ih^ ^nMuely high. 

Pension costs at older apes vary greatly deixnuling on the plan de- 
sign. For emi)!oyers who freeze iHMiefits at age 65, there is actually a 
negative cost for employee's wlio continue working at 65-69 since they 
are foregoing lK»nefits and not earning additional l>enefits. For em- 
ployer's wlu) i'ontiniic accruals, the vali:e of the continue<l accrual may 
or may not Ik* greater tlian the value of the benefit lost. In many cases, 
it will not lx» greaJer, so a ijcnsion cost savings results from retirement 
after 65. Tlie high extif ine of costs will apply in the case where the 
plan cont in ties accruals and offers actuarial nicreasi's. This combination 
is foimd rarely. T\vo sets of costs are shown in api>endix. On one basis, 
llie cost is taken ftt zero for 65 60 and in the other it is calculated con* 
sistcntly with the yomiger n^»s. The zero cost assumes no further 
l)enefit accrual, but artnarial mcreas<'S so that there is no loss of the 
value of Mie pension In^nefit. The high cost assumes continued accruals 
and actuarial increases. 

Life insurance is handled on the basis of cost e<]uali2ation m accord- 
ance with the ADEA Interpretations. This metho<l is conunonly used 
and this seems to Ix' the approach most consistent with employer 
practice* 



ERIC 



Section 6 

THE OLDKB WORKER IN THE WORK FORCE- 
ISSUES AFFECTING THE BOTTOM LINE 

This secticm of Uie j^per provides an overview of factors which 
affect the performaoce of OMdt employees. While performance levtel 
i$ gon^iiiMss diificult to relate directly to coste of specific workers, there 
b no disagreement rettardinff the overall costs of low performance. 

Earlier, we pointed out that specific ivhe require particular capa- 
- bilities including physical and mental ability, education, $nd experi- 
ence. We also mentimied that tJh^re is no evidence indiaitinsr that in- 
creasing age causes dianges in productivity and that a critidU issue re- 
garding performance level is matching the individual to the joK 

This section examines fmM^kmal changes with age, woiik perform- 
ance, productivity, training, and health as critical factors related to 
the costs of mature emptoyeeSr 

e,l INTRODUCnON 

In addition to direct and indirect compensation costs which may be 
attributable to age, employers have become concerned with the chang- 
ing functional capacities, productivity, training potential, and healUi 
of older workers. While it is difficult at present to develop valid cost 
estimates for these variables, they nevertheless are extxemely impor- 
tant influences on the overall costs of human resources because ihby 
affect the magnitude of productive capacity. 

Beliefs that older employees are more costly in teims of compensa- 
t ion, employee benefits, and thiU they have lower productivity, have led 
to the view that greater incentives fdiould be provided for early retire- 
ment. Of course these incenti^ can themselves be costly for employers. 
So far as productive capacities are concerned, ther3 is substantial evi- 
dence indicating that older workers^ productivity is hardly affected 
by functional rhanfi:es and health limitations. Rather, many difficulties 
in performance attributed to age mav in fact be related to deteriora- 
tion of human capital over time, resulting in miimatches betwem jobs 
and workers. Therefore, costs associate with functional health or 
produ^^tivitv chan^ may be attributable to age to only a limits de- 
gree if at all. Instead, it may be more appropriate to consider such 
costs as the opportunity costs of not offering training, education, ex<^ 
porienco with new equipment or new svstems of work organization, 
snd 9SO forth. The changing srnicture of industries and occupations, in- 
tensified by technological development^ will continue to reouire train- 
in^r and continuon?; updating of skills for greater proportion of the 
labor force. Traininp^ is expensive, bat not training mav be even more 
expensive. Older workers whc^ opportunities for training and educa- 
tion have traditionally been quite limited may be increasingly mis- 
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matrhod to jobs, nii»! tlH'refon* more costly if such opportunities are 
not proviih'tl in the fiituif. The** costs are not relatwi to ago but in- 
stoatl iiivolvf using t»inph)v«'s who have differing amounts of human 
capital which can be applied to specific jol)s. Thus, disadvantages of 
older employees in terms of protluctivity may be related most closely 
to employer human i-esourw development i)olieies which historically 
iiave fa\oivd younger worker^*. The costs of mismatches between em- 
plovees and iolbs far exceed those which may be related to minor func- 
tional, health, and productivity changes iiiinimally associated with 
aging. C'onse<piently, the maintenance of human capital on a long-term 
basils may be the most effective approach for maintaining the cost- 
effivt ive iitilizat ion of older employees. 

Huniout is a phenomenon which has recently attracted attention. 
There is no evidence to link burnout with age. However, if huniout 
victims are left in the work force without rehabilitation, they will 
gradiiallv age to U'come wliat will Iv jHTceived of as older unprcxluc- 
tive workers. It is imiK)rtant that victims of burnout be rehabilitated 
and matched well to new jobs. 

6.2 FfNCTIOXAL CIIAX(^KS AND AGING 

There 1ms Ikh^u a widespn'ad InOief that the physical and mental 
capabilities of older workers decrease with i.icreasinf^ age. This view 
encounig*'s the nst- of early retirement incentives on the nssuniption 
that less capable older empioyees w ill leave the organi/Jition earlier. 

H<»wever. while (heif an- physical clianges that (x ciir with iigi-, they 
are usually iiisunicient to rcsuft in alterations in job perfcnnanre. For 
example, s< n>ory piwe.'^ses of hearing, vision, taste, touch, and smell l)e- 
coiiie U'» a<Mite over time but llie pi<K-e» is extremely <rradn:il. Niimer- 
ous iMhlily pnHcsM's -such ns nut alM)lisni rate, lung capncMy. kidney 
fmietinn/and >o f<»rt!i- l)egin to de. line by agi- 'Ml again very gr.nd- 
ually. no\ve>er. leH-arcli has demonstrated that age is not an flcciirate 
indirator of such physical chang*'s due to wide individnni variations. 
Income iii>t!Uicc>,i< hasU-en foiiml that !ii<rli sjKvd woi k or <<mt mnoiis 
heavv plivsieal demands have U'en more dilliciilt for older w<ii keis but 
Mieh' workers were also inoir accorale jind (•(»ii>istent and therefore 
overall produ- tivif v wa< liardh affe* fed. ("iider today's nn iinistances. 
m^^t joboare well wit). in the physical capa< i( ie> of older W(»i kers and 
tlicn-f<.re tlx- Ivpe- (»f pliv-ical changes cxiH-rieiH-ed with agmg bav" 
virlHallv no prarti< al ctre< t on job capa!»ili( ie^. In the ca-^e (»f pbv-ical 
j,flribii('.'.~.tlH' mo-t inM'«»rlant fa< tor is matcliing pli,y.-i<iil capabilities 
with job tv.piirniiciits. This appi^a-.-h is not related to chnniologi< al 
•i<-^c bin ia( Inr iii>olves asses^iin'iit of functional capabdity. > cry large 
iiumU-r- of workeis agc<l \:> 7<l a,v pby>i<'aliy capable (»f iK-rfornnng 
iii(»~t jobs ill t lie economy. 

\gaiii ill fbeca-e of t he c|iaract»'ri-t i.x of intelligence, iticniorv. ami 
learning.' conventional Indiefs have held that these decline with age. 
Tiri> view h:\> ii-nallv resnltcd in verion-ly limit ing education and 
iriiniio'' op|.(»rt unit ie~ for obb-r ein|.|ovec- ami huri Id t<» tb*- -elf fiil- 
lillin*' prophecv that tlu-e woikeiv are im.re co>tly iKrnse they are 
te<l.mcallv <»lNolcle and unfamiliar with changing ecpiijmient and 
method- of pnKbKtion. Ilowvi-i. as with pbv-ical changes, tbe evi- 
dence dcK-s m.t indicate that intelligence, learning ability, memory or 
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motivation decline with agings or if not until very lute in Hie. It is 
clear that vocabulary, general mformation, ideation, flexibility and 
associative skills do dectuie with aging through age or lU. ^itud- 
ies of LQ, indicate that there is virtually no significant decline until 
very Ute in life and that for the majority of job tasks, any changes of . 
intellectual level have no effect on performance. There is also little evi- . 
deuce to support th<y view that short-term or long term memory declines 
precipitantly with a^« Once information is acquired and orgauia:^ it 
remains quite stable m the memory of older employees. With regard to 
learning ability, research has demonstrated that the ability to leum and 
apply new information continues almost indefimlely and that while 
older persons scmietimes require more time to leam~due to their 
tendency to be more cautious—subsequent performance is not affected. 
Since intellectual ability does not decline with age, learning can con- 
tinue well into old age. It may be desirable, however, to permit flexi-- 
bility in time requirements for learning for older employees, 

Fmally, it is well known that motivation is a key factor affecting 
perfonnance. Older employees tend to be more satisfied with work 
that is inherently interesting, requires significant attention to detail 
anil involves responsibility. Since older employees are more stable 
and consistent in their work, they often are hi^ly motivat^, But^ 
it has been demonstrated that age stereotypes and organizational per- 
sonnel practices have serious consequences on the motivation of older 
employees. This problem may be caui^ by inappropriate responses 
by nianaf^ers to older employees whose n^ for continuous growth 
in job responsibility has diminished but whose ne^wi for recognition 
for |>erformance and continued job learning remains high. Managers 
have UH>n found to more often transfer older employees, not refer 
them for training opportunities, and promote them less often, despite 
thr fact that their qualifications equaled tho:x5 of younger workers. 
Often older employees recognize such age stereotyped pnu^tices and 
then^fore liecome less motivated in response to them. It therefore ap~ 
IH^nrs that in most cases, loss of motivation is Imng erroneously at- 
tributed to age when in fact it is related to orpanizationaf barriers to 
continued growth and development which differentially affect older 
cnit>Iov(>cs. For many oldei workers, opi>ort unities for continue<l job 
prowtli, traininc:^ and variety of assignments are more ini|>ortant than 
iiioni*tnrv lienrfits in terms of maintaining motivation. . 

Fiinrtiona) Hian^es in physical, intellectual, and psychological 
cnpjK itics of older workers are ^»nerally not dramatic and there is 
liiirh variation in such changes within aire groups. Older employees 
clearly have the necessary capabilities to participate successfully in 
job (rninirjfr pro'»^ranis. In some casi\s, particular approaches to train- 
ing older workers have emphasized : self-i>aced learning, controls over 
amounts of information l>ein^ processed and retpiired spee<l of re- 
sf>ons4\ imd rapid feedback of results^ TThei^* have proven successful 
in jmT>rovimr learning spee^l and retention of information. Once 
trained, over time older employees can survive in new jobs resulting 
from trninlnfr 1onf»er than yonncrer workers. This remains the case 
despite the fact that older employees have a shorter working life 
head in the orfranization. 
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CVrtttinly a \msw roiici^ni of ouiployers is that thoir workers retain 
the i»h3>rk'aU intolkrtuttl, atici pnydiologti'rtl <'Himcilii?s to ah^ui"^ am- 
tinuiiig high pi»rfuniiaiuv.,\Vheii cayaeiiici^ dwiims riJiplo>**is usuulJy 
asMuiiis that ia*vl'uniiance auU productivity are iie^ativ«'ly atfevtccl 
aiul that costs o£ priKliu tion increase. Wiifle certain chan|;es in major 
(unctii 'uil churuclcristics tio occur over time, thc>e are not ^igniticant, 
occur *ery grailually ami vary considerably within age gj*oups. It is 
then*fore nmppropnate to assume that t\mv arc major si ilts in ca- 
pacities with aguig that negatively atfect productivity and thus raise 
costs. Indiviihial dilTercnces are so substantial that age is an ineirec- 
tive indicator of changes in capacities. Thcrefoiv, a sui>erior approach 
is to examine both intln idual and job characteristics so tliat the^e can 
oc better related to achieve higher productivity, 

O.a PKUFOKMANCE AM) PKODUCTlVn Y 

IrresjK'Cii.v' of certain age related changes in functional charac- 
teristie>, age is not correlated w ith any level of change in proiluctiv- 
it\. I'hcn* i> MO paUern of higher or lower pro<luctivity in any par- 
ticular age <:!oup. WilUin age group variability in jK^rfornumce is 
liigher than <litl( n uces U»tween age gron|«s. Most jobs do not fully 
re«|uire ih*' phy-it al or inteUectuul abilities of workers and ohler em- 
phfyce-stai. <ffit n compensate for moj^t of the tninimal changes which 
take phice. A IjMge ' ; lefv of studies Juive comparatively examined 
the perfoifnanri it\ . aployees iu nunuM-ous cHUMipations. In 

manufaeturiug i!idij>r! ics, (mti^nt remains MaMe through the mid- 
lirHTs and dti lines -lightly (less than 1^) percent) thereafter, Snvice 
rontinuity wa.^ highest for older employees. For nuue service oriented 
or« ii[>arum7' irierical, >ales, trun>poiial ion ) tlu* evidenee indicates l hut 
ihere is little or no <lecline in jwrformance until ages (JO (m and when 
declines ineur they are mininuth Ohler workers in tlu»si* occupations 
Inne ^teailier rate^ of oiitput, an e<pjal degree of accuracy an<l greater 
tofi-istencv in oiitput than younger workers. 

Studies'of M'ienfis*- ;,Md engineers have found bimodal distribu- 
tions of pnHlmMiv i.v h the first peak at age 40-50 and the scnond 
at .V* <'r<L rills iU was aUo observed for M'hnlars and artists. A 

verv large proportion of creative ideas, patents, research pai>ers, etc., 
an» proibu ed bv older employees. Re?t»arch on managers, however, re- 
teals oliler managers are mo'ye reluctant to take risks and take longer 
to reaeh ile* islons than younger nianagei^ But, these more mature 
nunnigers are lK»tter able to evaluate new information, analyze it in 
the context of the organization and fuake reliable and consist '^nt deci- 
sions. Thu^ there is no eridence to indicate that risk-aversion leads to 
lowered pnxluctivity for older managers (exhibit 
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Exhibic ^-J 
C0mpm T Ati¥€ Job Pcrfo r woce by iWlc. Selected 
Occupationw and Io4u»crleg 
(Indcite* Qi output |»er »«n-»xHtr^ age group 3*^-44 - 100) 



UfMler t5 
2S 25-34 33-44 43-34 35-64 Years 
Occupation or Ind ustry Ye ara Year;? Af^t^ Y earg Year s 6 Over 

Incentive Workers (a) 
Hen's Footnear 

93.8. l(K),3 100,0 97.7 92*3 8KI 
9/ ,4' 1()2»8 100*0 98»8 94.1 $8,0 

Hi>U(»et)u Id Kurnlcure 
Men 
WOfll^n 
UtHce Workers 
Federal Mali ^oriera 



98-3 


iOi.3 


100,0 


96.1 


94,3 


9i.6 


tOK4 


107.4 


100,0 


98,7 


63,6 


(b) 


92.4 


99*4 


100.0 


100.0 


98,6 


101.2 




100,7 


100.0 


100.1 


98,3 


93,3 



(a; Based on a study ot 13 l*rge establiahveocs in the aeo'is footwear Industry 
Slid U large r»iablt»h«ents in the household furniture industry* The great 
majority ot the workers surveyed were plece-r«ce workers. 



Cb) U.S. 0**i>art«w^nt oi Ubor, Bureau of Labor Statistics, Co mparati ve Job Fer- 
lg.^:»jP_^y Lar^e P la nts in the Men's Footvear and K ouaehold F urnit_u re 

l^Hill^.lif f • 1223 (Washlogtoo, DC 1957); "Comparstlve Job Performance of 

Oilice 'V^irkeri» by Age," Monthly Labor Revtei# , January I960, pp. 39-43; "The Job 
Performance of fedenkX Nail Sorters by Age," Monthly L ab or Review , Harch 1964, 
pp. 296~?'J0, 

Supt^rvisors' ratings of the performance of old^r workers indicate 
tliat most are rated as equal or superior to younger employees in terms 
of al>s< iiteeism, dependability, judgment^ quality and amount of work 
ami jnter|>ersonal skill; there is no particular age when productivity 
de< lines and it is virtually imi>ossibie to identi^ specific wealmei^ses 
related to age. In examining actual exnerienci* with older workers 
within organizations, it is clear that while for si>ecific occupations 
olil<T employees' performance ratings may be equal, below, or exceed 
thosi>. of younger employees^ ov£4*a!I output rarely differs significantly. 
Frequent lviM»rformaree improves with better skills and finu-specine 
knowledgPgained by experience. Organizations that have used per- 
forijiaui^^ rating.s in reilud ion* in -force decisions ha^e often found that 
tho average f of their work force has increascil. The use of age tmsed 
criteria for evaluating performance is therefore inappropriate unless 
a direct relationship oetween aging and change in performance can 
bo demonstrate* 
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Kveii thoiipli for iimny or most occupational tasks, skill and exi>€ri- 
ence dctvnnino productivity, there am sottw cin^umstanecs where the 
type of job and ppquirements can affect the perfonnancc level of 
older employees, UsHally this is the case for jobs where speed is an im- 
portant factor or where continuous physical strength is required. In 
these situations there iiiay be a relationship between performance, pro- 
iluctivity and age. However, the extent of this effect depends upon the 
functional physiological capacities of individuals, not on their chron- 
ological age. It has been found that modest alterations in production 
work arrangements and making continuous i>erformance reiiuirements 
less rigid usually permit older employees to maintain prior rates of 
pnxlurticm. Therefore, even for jobs which ma^ place stress on certain 
deelining physical antl/or physiolo|^cal capacities of older employees, 
adjustments can often l)e made which will compensate for the effect 
of job rohifed stress and permit continuation of productivity, 

lU»ransc chronological age is not related to maintenance of iH»rform- 
ance, old(»r ruiplovecs are not more costly to firms b^'Caiisc* of declining 
pnMluctivity. This is not to suggest, however, that certain older (as 
vrll as yoiingrf ) iiHlividnals do not experience derlining |>*'rforniance. 
This rnu and do<»s <H'< ur and is very costly to organizations. Since with- 
in age groups, variations in capacities and skills related to job rei^uire- 
nu'nts. Tln> inians that functional individual and job task criteria 
should he api))i«*(l to match the iH»rs<m with the job. Age is not a useful 
cri<rri<Mi for functional analysis. What is needed is information alnnit 
the U'\i'\ of -kill, knowledge, and exiH»rience required for particular 
jobs inforniiition usually available in organi/.at ions™ and inforina- 
f ifm on tMiiplov< (> < apabilit ies which is very often available for the exist- 
ing work for< c and can also W obtained for entering cmployct^s. 

Maintaining matches In^twcen workers and jol>s rerpiires relatively 
continuous (raining and employee devHopment elTorts by organiza- 
tions. Failun' to do s€> will clearly lie costly in terms uf productivity 
dcdiiM S \vhi< !i will occur irresptrtive of the ages of workers. Subsi^ 
dized. early retirement can be very costly to organi^cations in terms of 
ein|»!ovcc Ik nelUs and loss of firm sixuMfic knowledge ami ex]MTience. 
From the -taTulpoint of |>erformance and prodtictivily. usinir air^* as a 
criterion for r!nr>lovce n»tentton tkiIicv derisions, is usually iiu fTeef iw 
if niainfjiining tin* organization's capacity is an important objeetive. 
Ili^rh ftnnovi r of trained y<Mjnger employees is i»ften nnavoijable, 
Thrivfnre. rv< n wlirn etTorts urr made to niatcli younger workers *^kills 
with ioh<. througli provi<ling training, costs niay not Ih» rerov< nvl due 
to turiM>v<T. Thi> situation n«»ed not (xrur with <ddcr eniployc<-^. par 
tieuhirlv tho<e ylrcadv within the org:ini'/ation lKMati^(» thev are un 
likelv t<f leave fjfter manv vears of service. IVovisioii of training, lob 
rede>i<;n and j(»l\ eiivironinent modification can l)e highly iosf efTeetive 
for u-niLr t he knmvn huiruin capita) of older emfdoyiH's. 

It is dilVi.Milt at present to develop cost ostiiiiates for losses of pro- 
duetivitv due to miMiiatehes Mween eniployi'^'s and job-. Hut, the aire 
of enij^lo\iM.s inrlevant to tbcM' co^t^ and fhty depend upcni tlie 
degree to' which functional capaciti<^s are matched to job rc(piirenients. 
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6,4 HKALTH AND TIIK AGING WORK FORCE 



The healtti of all employees is a major concern of organizations be- 
cause of the costs for medical, disability and insurance benefits, the 
?lfects of health on productivity and the consequences of health for 
individuals and wortc protips. Standard measures of health include: 
mortality rates, incidence of illness- l>oth acute and chronic —incidence 
and prevalence of disability and resultin^j physical and functional im- 
pairnients affecting work |H»rforniance, Kismg costs for health care arc 
a major national concvrn involving public programs -medicare, medic- 
aid, aid to the medically needy -private insurers, and finns which self- 
insure. To the extent that health costs are perceivetl as increasing with 
the age of employees, such costs serve as a disincentive to retaimng or 
hiring older workers. On the other hand, to the extent that the health 
of older |>ersons is improving l)ecause of improved management and 
control of acute and chronic conditions, and reduction in stress related 
dangerous occupations, their productive capacity in the organization 
can increase. 

Earlier it was shown that statistical data demonstrates that health 
rare ci>sf s increasi* with age of employees. The extent to which this cost 
influences employer decisions to retain or hire older workers is not 
doiMimented, The influence probably depends on the expected incidence 
and prevalence of health problems m employer work forces. Tlien^fore, 
even though the overall health of older workers and the length of time 
they can remain productive rrniy Ih» increasing, multiple other factors 
infl!ienc<» the emplover cost of healtli l>enefits for older workers. Though 
there is considerable variability in individual emplover claims experi- 
ence, employers may l>e precluded from varying health plan contribu- 
tions by age in order to reduce the effect on employers of increasing 
health costs with aging of their work forces. Tt is clear that higher 
contribntiofis nre prohibited at flg<*s fiiv-fiO, but it is not clear if age 
basinl contributions are a<u eptab1e at younger ages. 

Tn tcrriis of life ex[>ecf nn<\v. the r)\*erall health of older persons con- 
f iniie^ to ininrove. On avcrnge. rcachini!: age 6/) now can expect to live 
for tM) n<ldif ional Ifi years with wonien excocolinjr nien by 4 to 5 vears. 
Projp<*tions irulicnte a contiiniation of increased li/e exf>ectancv in the 
future. However, life expe ctancy is onlv one measure of health status 
and n)ny \)0 tlie least important trom the standpoint of the work en- 
vironment. 

If is clenr thnt ftcnte conditions increase* in frennencv l>etween ages 
in O'J and tfint chronic conditious pn^loininate thereafter. However, 
due to varinbilitv among the older f)opnlntion, ag<* is a {H)or ?>redictor 
of henllb ^tatiis. Vor thoS4» fw^rsons hnving acute efiisodes. the incidelice 
of disnbilit v lias increased significantly in recent years. However^ many 
person^ refHirtinir flisability continue to work and therefore the exist- 
ence of fdiysical ifupairments Cwhi<»h increases w ith age) is not a good 
measure of employment retention (exhibit 6-2). 
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rmvcwt ol rpgwUitioa Apad md Oyer Who fteyarted 
Selected Cbro<ac CoaditUMMi^ by 1979 





Arcliritl* 




9earc 


Diabecea 


Total 45 te«r» 
mad Over 


32X 


27% 


18% 


7% 


4^-t>4 Y««r# 
5S-t>4 Years 


25% 
20% 
31% 


21% 
17% 
26% 


13% 

9% 

17% 


6% 

5% 
6% 


65 TcAr9 ^ Over 
t>5-'74 Years 
75 \««r* 4 (A^er 


44% 
42% 
49% 


39% 
37% 
41% 


27% 
26% 
30% 


6% 

a% 

8% 



Note: The date reporced in the above auction reflect illaeas Incidence and 
prevalence pacteroa* XU^f do aot indicate the aeriouaness of Ch^ 
reported conditlooa io t«r«a of tlwir dla«bility Ivpact, their medical 
requlrcwencs* or their aaaociiited aortalitf riaka* lofonaation of that 
nature is not Credit iooaily iacliided in such reports* This fact ahould 
t>« boroe In »ind nhen evaluating standard health data such aa those 
presented above* 

♦Percentage of persons with heart cot^itioit» mmy be overesti»at<7d because the 
cdtiaare doey not represent an undoplicated count of persona with conditions* 



Source: HeaUh Interview Survey* Natiooal Canter for Health Statistics. 

While acute episodes of illness are eortly, their ultimate consequences 
depend ui>on the degree of chronic functional impairment that results 
from iUness, It turns out that: (a) the majority of people ageil 45-74 
report no limitations in activitj^ due to cbronic functional impair- 
ments; (b) less than 15 percent of thoec over age 45 report that they 
are unable to perform major activities because of a chronic impair- 
ment; and ic) moi^t persons aged 45+ report partial rather than full 
work disabilities* Evidence is accumulatmg that older persons with 
mild or mmlenite impairments can often return to work with only mcnl- 
est amounts of rehabihtation assii^nce so long as employers provide 
tlie opportunity to continue employment* In terms of time from 
employment due to illness, there are only very small differences for all 
employees over age 45 in average days in bed per person-year, absences 
from work due to illness, average number of physician visits per year, 
and incid^cc of hospitalization. However, these rates are higher than 
those for younger employees. While the prevalence and incidence of 
acute (for the middle-^aged) and chronic (for thos6 60 and older) 
health problems increases with age, the functional con^quences in the 
workplace of these health problems varies considerably md age is a 
poor predictor of employnH;nt-related effects. It is not clear how efforts 
to assure continued employment after an ilf^ess with accompanying 
disability will change health costs of employctrs. But there is no ques^ 



0 



73 



66 

tioii that major savings in long tenn disability and workers' compensa- 
tion costs occur when cniployw'S n'tum to work. 

With regard to workplace injuries^ a major national review of the 
M'orkers' compensation records iias discloseil that older workers have 
lower rates of occupational injuries than younger and this is primarily 
attributable to job experience effects. When older workers are injurea, 
however^ there is a greater likelihood of more severe consequences in 
terms of fatality and permanent dinability* While total c«sts for older 
injured workers are lower than for ;younger employees (due to fewer 
cases) average indemnity compensation and medical payments increase 
with ago (see cxhibilte 6-^ and 6-4). 

While most older employees retain good health and experience no 
work limiting impairn>ents, the incidence ard prevalence of health 
problenis does increase with age. This n^ults in increased health car© 
costs which must Ixj partJy covered by employers. The functional con- 
sequences of episodes of illness experienced by older employees are 
highly variable and it is difficult to evaluate the degree of cost savings 

Kxhlbit h-} 



Work-injury ratlot> by age 



Age 


Percent 
Enploysent 
Dlstrlbucioo^ 


Percent 
Injury 
Distribution 


Work 
InJurv 


16 - 17 




1.9 




IH - 19 


5.3 




1.20 


20 - 24 


* 15.2 


21.0 


1.38 


16 2U 


23*7 


29.7 


1.25 


2b - 34 


26.4 


30.3 


1.15 


35 - 44 


18.7 


16.7 


.89 


43 - 34 


17.6 


13.6 


.77 


b5 - b4 


11.4 


8.8 


.77 


65+ 


2.2 


0.9 





1 03sed on current canes In 26 States. Includes Illnesses. 

2 Industry eiaployment CPS data 1977. 

J The ratio coaputatlon Is column 2 divided by colu«n 1. 

4 j&ecause of ttie relatively sfoall awgnitudas associated vi(h one 
or both campon<?nts in these ratios the relative errors for these 
age groups would p*^ larger than those for the other age groups. 



Source: N. Root, "Injuries at Work are Fewer Aaong Older Employees/' 
Month ly Labor Review , March 1981. 
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Exhibit ^ 





16>24 


25-34 


S5-M 


♦»-54 


55-M 


65+ 


All elM#d CM9S 


1.19 


1A» 


.94 


.90 


.88 


.50 


Fatalities 


.77 


.90 


1.06 


.86 


1.4$ 


2.95 


Feraeoe^t 
dlssbllities 




/ 

.90 


1.09 


1.15 


1.24 


.81 


disabilities^ 


1.27 


1.03 


.99 




.85 


.45 


OttMr 


1.17 


1.1* 


.96 


.w 


.75 


.36 
* 



Sotirc*: N. Root, "Injur las at Work Are Fewer tmong Older imployeea ,~ 
Monthly Uibor gavinw , Msrcb 1981. 

when older workers continue empkyment after illness. Healtli sUtus 
iteelf ouinot be predicted by age of employees nor is it directly related 
to minor functional decrements aecompanyinji; normal agin^. The fact 
that acute and chronic conditi<XQS increase With age is not sufficient to 
roquiro changes in corporate personnel polkies relating to retention 
ol older workers because moet do not experi«nee excessive h^th prob- 
lems. The most important issue inrolfos cmitrolling increasing health 
care corts for that porti<»i of the older w«rk force which experiences 
major acute v ' chronic health proU^ns* 

Krr Ponras ahd Pojuct lasuss 

Chsnges in physical, mental, and psychological capabilities avi- 
ated witli Mwg occur very gradually, vary considerably between indi- 
viduals ana generally do not affect performance. 

Older workers maintain the capacity to learn and successfully apply 
new information. . . , 

Chronological 8|re is not related to any level of productivity. 

In most occupations productivity levels remain stable or increase 
with aging. i- 

When employees experience declining productivity, the declines are 
nsuallv caus»a by factors other than tLfSo, , . 

Health care costs tend to increase for older workers but most do not 
experience sickness epi£K>dps which lower work performance. 

'The critical factor in maintaining productivity of older workers is 
assuring that their skills and capacities match the requirements of 
the jo^. 
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SECTION 7 

Section 7 summarizes policy implications in two parta Section 7.1 
discu^sses policy issues in several areas and s^tion 7JSt discnsses areas 
where further research would be helpfuL 

7.1 POLICY IMPLICATIONS 

Benefit costs do increase with mg^ Depending on the benefit plan, 
the cost of employees at ages 50^4 is likelv to be 1 to 7 percent higher 
than at the 45-49 group. At ages 55-69, this increased to 1 to 16 per- 
cent At ages 60-64, this increases to 5 to 35 percent At ages 65-69, 
the medical cost increases sharply. Pension cwrts also increase if the 
plan offers actuarial increases and continued accruals. However, if pen- 
sion benefits are frozen, thers is aciuallv a redueti<m in cost in the pen- 
\ sion plan. If accruals are continued, but actuarial increases are ncA 
^ granted, there are offsetting costs for the accntals and shorter period 
of expected benefit pajments. In many caaes these offset so that there 
is no cost or a reduction in cost. If unreduced retirement benefits are 
offered at ages 60 or 62, then pension costs may start to declimt after 
the first age at wliich unreduced benefits are available. Tliis will depend 
on plan design, and has not been reflected in the calculations in this 

Existing legal requirements have served to ensure that older wor«»rs 
would have access to benefits on generfilly tl» SBsm basis as all workers. 
They have also served to bringattention to the issues and to the costs 
of benefits for older workers. TEFRA amenduMnts changed the over- 
all picture with respect to employees who are age 65 to 69. It is the 
opini(m of the authors that benefits have not been a major factor in em- 
ployment policy decisions made by employers in the past, but they 
could be conic an increasingly important factor in the future. 

Flexible benefits make it possible for employers to spend benefit dol- 
lars so ais to do the b^ job for the greatest number of employees. The 
authors believe that the needs of employees vary, and that encouraging 
employers to offer programs which allow employees to tailor their own 
twnefits is desirable, if such program can be ba^ on equal cost at 
different ages, they will be a positive factor in the hiring Mid retenti(m 
of older workers. 

If policy is to encourage (or not discourage) the employment of 
old^r persons, it is important that the reiiuirements placed on employ- 
ers not be too onerous. Tlicrefore, the authors sugjgest that the require- 
ments placed on employers should be kept to a minimum, and that the 
principle of cost e<|Uftiization be maintained and poi«ibly extended. 
This is because it is rountorproductive for employers to have com- 
pensation policies which are significantly more costly for older 
workers. 
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HmIUi can casta for older persons whether they are employed or 
not employed are lugu. Curreut per capiu health care otete oi the orer- 
63 populauou are beiieTed to Ue m excess of HfOuO per year. For a 
TisQuplet this is in excess of $8,000 per year. The Congress is addressing 
this matter when it deals with medicare policy. It is important that 
this bo dealt with ss an issue related to the h^th care delivery sys- 
tem, md not through imposing too many requirements on employ- 
ers. As demonstrate earlier, employers an- facing significant cq^ 
escalation for health beneht^ which in many cases is beyond their 
ccptrol to a signiiicant extent. 

Existing requirements for older employees may be aggravating cm- 
plo;^er cost problems. Further requirements might easily result in 
decisions to reduce the nwnber of older workers b^use of problems of 
obtaining coverage and costs of coverage. 

Maintenance of productivity is determined by the extent to which 
tlie skills of employee*^ are matched to the requirements of the job. 
For older workers thiu. :^ue is often critical because they are more at 
risk in terms of skill and education obsolescence. It is well recognized 
that the pace of technological change is making continuous education 
and training much more important for maintaining the value of 
human capital and enhancing the efficiency of productivity. For the 
older employee, the access to training and education may become a crit- 
ical factor in maintaining the advantage of continuing in employ- 
ment, Einplovers cannot he expected to continue to retain workers of 
any age who are unfamiliar with methods of production, equipment, or 
work processes. 

While there are many reasons why employers have not tended to 
offer educatioTi and training to older employees in the past, it is 
unlikelv that this approach can be successfully wntinued in the future. 
Work /orce aging and the decline in younger labor force entrance will 
be key influences this regard. Thus, for practical reasons employers 
will ho distril)Uting training and education resourc^es more broadly in 
the futun^ However, this does not imply that a complete chaiigi* in 
existing patterns is in the offings 

For older employees to more fully benefit from education and train- 
ing, some additional encouragement for employers through appro- 
prmte public policies could l)e extremely siffiiificant- Certainly s<>rious 
attention should lx» given to such proposals as the individual trainmg 
account, enhancement of tax incentives for employee training and 
development activities and experiments with lifelong learning pro- 
grams in education. It should be recognized, however, that these steps 
alone will not automatically result in emplovers shiftin^r traming 
resources toward older employees. But they could serve as incentives 
for extending training to aging workers on a more frequent and con- 
sistent ha^i^ 

The critical Issue which will reUie to sutisfnctory employment for 
older persons is the maintenance of wsefnl skills throu*Thont the work- 
ing lifetime. Tt is essential that more attention he paid to the issue of 
tniinin^r. i>oth within and outside the workplace so thflt Americans 
have the opportunity to maintain their skills. T<<osa of skills and i"«dC' 
quate access to opporttmities to earn new skills will nrobaWv be the 
major problem facing older woikers in the future. Public policy initia- 
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ttvcs are needed to encourage prtviUe ^rctor initiatives in this regard 
and to use public educational institutions for this purpose. 

Excesf cH>st can result for an employer whenever there in an employee 
jKKirly matched to a job, or a»\ employee who is not performing, Tliese 
issues are not relateil to age, but are easily confused with issues which 
are. *i i^ the opinion of the authors that the maintenance of sound 
systems of |H'rformance appraisal and personnel nuinagement are key 
to successfully working witli older workers. The same systems preyeiit 
discrimination against women and minorities. Sound personnel policies 
are important also for fair treatment of all workers* Public |H>licy 
should encourage sucli systems. There are already in place a variety of 
different laws regarding nondiscrimination in employment. It is the 
impression of the authors that enforcement of sucn laws is mixed in 
its effi'ctiveness, Tlie authors support consolidation of such require- 
ments into one set of standards^ with paperwork and filing reauire- 
nients to W kept to a minimum^ and with an adequate level ox enioree- 
ment so that employers will believe that the laws will actually be 
enforced. 

Some o1(l<*r workers will be displaced and need new jobs. In light 
of the relatively high benefit cc^a, and the concerns which employers 
haviN it would be desirable to provide some incentives to emplovers to 
encourage the use of such workers. Public support for training for 
such displaced workers is also encouraged. 

Incentives and Disincentives in CkxsTS of Employee BENEFm 

Althouj^h the attribution of employee benefit costs by age indicates 
that certam components of benefit c«9ts increase, it is very questionable 
whether employers currently are making^ employee retention and hir^ 
ing decisions based on these types of c<^ implications. Channng oi^- 
nizational, skill and technical needs and competition are more im- 
portant reasons for employer personnel decisions including incentives 
for earlier retirement. However, this review of tlie costs of older work- 
ers demonstrates that certain components of cost, notably health bene- 
fits, may become major influences on employer retention and hiring 
decisions in the future* Unless steps are taken to moderate the impact 
of these costs, older employees might be in an even more disadvanta- 
geous position in the future through no fault of their own* In fact, cost 
increases might be significant enough to have the effwt of reversing 
the desirable goal of using fuhctional rather than chronological meas- 
ures to assess the value of older employees, making employer policy 
decisions even more age related than in the past* The authors there- 
fore believe that issues related to c^)sts of older employees may be 
highly significant in terms of their future employment potential More 
research would be appropriate to better define and conceptualize these 
issues for public policymakers* 

7J2 RESEAHCH NEEDED 

Our analysis of costs of older empWera has raised a number of aues* 
tions which cannot be answered definitivelv based on available aata. 
We believe that further research would be helpful to polic)m[iaker8 m 
dealing with these issues. The further researcli suggested is in those 
areas where there are likely to be aignificant policy considerations* 
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We Wieve tlutt some costs of employineiit »re Iqsitjroatoly i^^^^^ 
Able to age and are iiv fact age related These mclttde the poeta of health 
benefitsHife insurance, disabUity insurance, and cerUin portions of 
defined beneat pension phm costs. Other costs should not be viewed as 
being age related even though observed expenence ma;r differ ^ age. 
The» include turnover, costs of training and educaUon, direct pay, 
''and other human resources costs. . * ,. , • j^- 

Areas where furUier research may assist policymakers in under- 
standing>e workplace and in setting employment related pohcy m- 
clude : 

—Analysis of the factors which affect pay, access to jobs, access to 
training opportunities and promotion. j i_ ^n* 

-Furthw informktion about health ealre costs by age and benefit 
plan desiftn, and methods of controUing such costs. 

-Study of the cost and implications of failure to mamUin a matdi 
between skills and job assignment. The implications of f aUure to 

--l^^S^ty*iiIIplfcations of providing or not providing regular 
training and maintenance of human capital », 

of flexible benefits to aid in providing benefitpackages well 
suited to the needs of all workers at a reasonable cost, 

—The implications of various approaches to h^lth care and retire- 
ment benefits for workers over age W, mcludmg mnovative and 

. new approaches. 
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94.11 


45-49 


f 1,000 


•200 




• 120 


•11,320 


100* OX 


50-54 


f 1,200 


• 292 




• 200 


•11,492 


103. 3X 


55*59 


dl ,400 


f f f 32 




•300 




107 21 


40**4 


»1 ,94P 


f 4f 4 




• 440 


All 044 


115 41 


A5-*9# 


#3,000 


•0 




•440 


All J 4A 


1 18 91 


d5-*9»# 


#3 ,000 


•792 




•440 


A 1 A ^7 


1 ♦ * • T <b 






Salary Lvvtl - 


•25,000 








Untftr 30 


f 490 


• 1 15 




•50 


A79 


94 41 


30*34 


f 480 


• 145 




•50 


A9^ 


94 41 


35-39 


f 480 


f /*0 




• 100 


A24 0?0 


97.. 1 X 




f460 


• 345 




• 150 


•24,175 


97! 7X 


45*49 


ft, 000 


•500 




•300 


l!^,0oo 


IOO*OX 


50*54 


•1,200 


• 730 




•5iK) 


•27,430 


102* 4X 


55*59 


•1,400 


•1,080 




•750 


^ •28,230 


105*3X 


40**4 


•1,940 


•1,415 




•1,150 


•29,725 


no*9x 


45-69# 


•3,000 


•0 




•1,150 


829,150 


t08*fiX 


45*49#« 


•3,000 


•1,980 




•1,150 


831,130 


I14«2X 






SdUry Ltvtl - 


•50,000 










•480 


8230 




• 100 


•51,010 


97*0X 


50*34 


•480 


• 330 




• 100 


fSi^llO 


97. 2X 


35*39 


8480 


•480 




•200 


•51,540 


9;*4X 


40*44 


•480 


•490 




•300 


•51,470 


98*2X 


45*49 


•1,000 


•1,000 




•400 


•52*400 


100*0X 


50-54 


•1,200 


•1,440 




•1,000 


•53,440 


102. OX 


55-59 


•1,400 


•2,140 




•1,500 


•55,040 


104* 7X 


40*64 


•1,940 


•3,230 




•2,300 


•57,490 


i09*3X 


65-49» 


•3,000 


•0 




•2,300 


•55,500 


105* IX 


45-69#* 


•3,000 


•3,940 




•2,500 


•59,240 


112* 7X 








iCcruAl AltAf 


Ago 45 



ERIC 



BEST COPY 



82 



77 



MTHIPUUO COST Of S^IHPLE COflfEWWTlOU PLAH 9i A6E 
Ciflltl»it - 3 

•fttf IC Jl I 

.Ptr Etploytt Tot#l Coftt Ttr tt«r 
Cffploytt Centriftutio^l ptr V«jr 

*<n»io*>; PtffiBttf Itoffi^ 



10 



2. OX 



firoup 



fl«dic«l Cpft 
Enploytf 



Ptfiftofi Coft 
Pit^ l>y 
£»ployfr 



Coit Paid by 
C(if loytf 



5t«ttJ 
Btntf X tf 



Rtlat* > to 



Uniltf 30 
30-34 
35-39 
40~4# 

50-54 
55'»f 
*0'*4 

65-6»«# 



Und«r 30 
30*34 
35-3*? 
40-44 
45-49 
^0-54 
^5-59 
60-M 
65-69* 
65-69#* 



30-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-64 
65''A9# 
65-69#f 



12,240 
#2,240 
f2,240 
12,240 
12,300 
13,150 
13,500 
14,480 



*2,24v 
12,240 
•2,240 
♦2,240 
12,800 
f3,J5(> 
♦3,500 
♦4,460 
♦6,300 
♦6,300 



SaUry lt¥tl - ♦lO^OOO 

♦ 46 

♦66 

♦ 96 

♦ 13B 

♦ 200 

♦ 292 

♦ 432 

♦ 646 
♦0 

♦ 792 

Mry Ltvffl ' ^25,000 

♦ n5 

♦ 165 

♦ 240 

♦ 345 
♦50O 

♦ 750 
♦1 ,080 
♦1,6S5 

♦ 0 

♦1,980 
Saliry L'^vrl - i50,000 



♦20 


♦12,306 


93, ax 


♦20 


♦i2,326 


93, 9X 


♦ 40 


♦12,376 


94, 3X 


♦ 60 


♦ 1:^,436 


94. 8X 


♦ 120 


,♦13,120 


too, OX 


♦ 200 


♦13,642 


104. ox 


♦ 300 


♦14,232 


108. 5X 


♦ 46C 


♦15,966 


tl8«6X 


♦ 460 


♦16,760 


. 127. 7X 


♦ 460 


♦17,552 


133, 8X 



♦50 

♦50 

♦ 100 

♦ 150 

♦ 300 
♦500 

♦ 750 
♦1,150 
♦1,150 
♦1,150 



♦2,240 
^♦2,240 
♦2,240 
♦2,240 

♦?,eoo 

♦3,150 
♦3,500 
♦4,460 
♦6,300 
♦6,300 



♦27,405 
♦27,455 
♦27,580 
♦27,735 
♦28,600 
♦29,380 
♦30,330 
♦32,245 
♦32,450 
♦34,430 



♦230 tlOO ^52,570 

1550 •lO^ ^52,670 

1480 t200 ^52,920 

1690 ^300 ^53,230 

11,000 ♦^OO ^54,400 

II ,460 ♦I, 000 ^55,610 

12,160 ♦1,500 ^57,160 

♦3,270 ♦2,300 ♦60,010 

10 ^2,300 ♦58,600 

A?-69#t ♦A, 300 #3,960 #2,^00 '^^l.ZvO 
•AttM6r,,l nMi.4lant intr^M but no cont,li«ad pmioo iccru*! 



95. BX 

96, OX 
96, 4X 
97, OX 

100, OX 
102, 7X 
106, OX 
112, 7X 
113. 5X 
120. #X 



96. 6X 
96,61 

97, 3X 
9?. fix 

100. OX 
102, 2X 
105. IX 
110, 3X 
107. 7X 
4 m Air 

65 



At Ji 



erIc 



33 



78 



ATTRIiUTtO C05T OF SfkHFU COWEWSATIOK Pt*N BV A6E 
Exhibit II ' # 

Eaptoytv ContribMtton» ptr Vff«r 

Fvnisons DtfiAffd Btntfit 
Ptrcffnta^t of S«l«ry 

tiff ln»itr«nct - 2 ti«»f P*y - Wopconir ifeutory 



12,800 
1600 



2.0Z 



S«l*ry Ltvtl - 150,000 



Undffr 30 


11,640 


•250 


• 100 


•51,970 


96*6t 




ll,64Cr 


• 330 


• 100 


•52,070 


96, Sx 




11,640 


• 480 


• 200 


•52,320 


97,21 


#0-44 


11,640 


• 690 


• 300 


•52,630 


97,8X 




•2,200 


•1,000 


• 6?0 


•53,800 


100*0X 


50-54 ; 


12,550 


•1,460 


•1,000 


,010 


102. :z 


55-59 


•2,900 


•2,160 


•1,500 


•56,560 


105.11 


60-64 


•5,880 


•3,230 


•2,300 


•59,410 


110,41 


65-69# 


•5,700 


•0 


•2,300 


•58,000 


107. 8X 


o0-69#* 








#6i ,t60 


115,2: 


tActuAD at 


ffouivalffnt snctafte but no continntd ptniioo 


accrual afttr Mgt 


65 


••Continutd 


pt<)«>on accrunl 


«fttr agt 65 


and #ctMirial 


tqtifvaltnt d«f>tfit 


t«cr*aff 





fftdtcal 


Co»t 


Pvnftibn Cott 


ltf« iRfurancv 


Salary p\u§ 


Coft 




Ait 


Paid »y 










Kelativff to 




Ewployvr 


(•f) 1 oytr 


CffpS oyvr 


Omn^S t ^ C 

wnvT » w * 




45-49 








Salary Lvwl - 


< 1 A AAA 








Un0tf 30 




•1,640 




• * V 


•11 ,706 




93, 5X 






•1,640 




<?A 


•1 1 ,726 




93, 7X 






11,640 


• TP 


• 40 


• 1 1 ,776 




94, IX < 






•1,640 


1 1 xa 

9 1 <>D 


<AA 
• Ov 






94. 6X 


45-49 




•2,200 


•200 


• 120 


•12,520 




100*0X 


50-54 




•2,550 


•292 


• 200 


•13,042 




104, 2X 


55-59 




12,900 


• 432 


•300 


•ir,632 




t08.9X 


60-64 




•3,880 


• 646 


• 460 


•14,986 




119,7X 


65-69* 




•5,700 


• 0 


•460 


•16,160 




129*1X 


65-69## 




•5,700 


• 792 


•460 


•16,952 




135. 4X < 








Salary Lvvffl " 


•25,000 








Untfffr 30 




•1,640 


• 115 


•50 


•26,605 




95, 7X 


3^4 




•1,640 


• 165 


•50 


•26,855 




95- 9X 


35-39 




•1,640 


• 240 


• 100 


•26,980 




96, 4X 


40-44 




•1,640 


•345 


• 150 


•27,135 




96- 9X 


45-49 




•2,:oo 


•500 


• 500 


•26,000 




100, OX 


50-54 




•2,550 


• 730 


•500 


•28«760 




102. 8X 


55-59 




•2,900 


•1,080 


• 750 


•29,730 




106. 2X 


60-64 




•3,860 


•1,615 


•1,150 


•31,645 




11 3. OX 


65-69# 




•5,700 


•0 


•1,150 


•31,850 




113. 8X 


6S-69## 




•5,700 


•i,960 


•1,150 


•33,830 




120.8X 



ERIC 



84 BEST oUjei 



/ 



79 



ATTRIBUTEC COST OF S^f^LE COHPEIiSATlOII PLAN »V A6E 
Cxht^it A ' 5 

tmp\0¥99 Contribution* por ¥o#r flf2<M) 



Ptntton; Dtltntfd SonoOt 
Porcontjgo of S«l«ry 

Lifr In«urjncf - 2 ti«o* P#y - INirtContr ibytory 



2,01 



Aq« 

firoMp 



n«dicjl Coftt 
Paid by 
Coployor 



Pontton Coftt 
P«id by 
Eoptoytr 



Lift l^iurMCf 
Cost Pjld by 
Caployor 



9«ljry pUi 
St«trd 
Bonrf stb 



Coot 

RtUtivr to 
A«« 



SjlJry Lfvfl " 110,000 



Uni^9r 30 


f i,040 


946 


920 


30- 3# 


fl,040 


966 


920 


35-39 


f!,040 


996 


940 


40-«« 


f i,040 


9138 


960 




11,600 


9200 


9120 


50-54 


11,950 


9292 


9200 


55-59 


12.300 


9432 


9300 


iC '4 


13,280 


9646 


9460 


A5-*9# 


•5,100 


90 


9460 


65-*9t# 


95,100 


9792 


9460 




SjtAry 


Lovol - 925,000 




{$n^9r 30 


91,040 


9115 


950 


30-34 


91,040 


9165 


•50 


" 35-39 


91,040 


9240 


9100 


« 40-44 


91,040 


9345 


9150 


45-49 


91,600 


9500 


9300 


50-54 


91,950 


9730 


950P 


55-59 


92,300 


91,080 


9750 


60-64 


93,280 


91,615 


91,150 


65-69# 


15,100 


90 


91,150 


65'69## 


15,100 


91,980 


91,150 



911,106 
911,126 
911,176 
911,238 
911,920 
912,442 
913,032 
914,396 
915,560 
916,352 



926,205 
926,255 
926,380 
926,535 
927,400 
978,190 
9i9,130 
931,045 
931,290 
933,230 



93. 2X 
93. 3X 
93.81 
94.31 
100. OX 
104.41 
109.31 
120,71 
130.51 
137.21 



95.61 
95.81 
96.31 
96.81 
100.01 
102,91 
106.31 
113.31 
114,11 
121.31 



SiUry Lrvtl " 950,000 



1230 9100 951,370 

,330 9100 991,470 

,480 9200 951,720 

,690 9300 952,030 

,1,000 9600 953«200 

11,460 91,000 954,410 

12,160 91,500 959,960 

,3,230 92,300 958 910 

10 92^300 95/, 400 

A5-6'^«* 99, tvv 9>f^bO 92,300 ttt^ZL^ 

•Aciwarijl i*qu»v#l»nt incrf»»f but no contiBUfd pruolon ACcroAl A^trr A«r 
•«Continurd prntion accrujl MHtr 65 Jnd •ctuAriAl f^nivaUnt btnent 



Un49r 30 
50-34 

39- 39 

40- 44 
45-49 
50-54 
55-59 
60-64 

65-69t 
65-6''»» 



91,940 
91,040 
91,040 
91,040 
91,600 
91,950 
92,300 
93,280 
95,100 
95, ivv 



96.61 
96.71 
97.21 
97.81 
100.01 
102.31 
109,21 
110.51 
1C7.91 
!!5,31 

69 

lACffAff 



ERIC 



85 



ATTR19UTES COST Of MftPLC CmH^CITSATIOff flM BY <I6C 

En^tlit A « 

P«f Ea^iloffttf Total Cost f«r Tf«r 
PntfiiMi; MliiiM Btfitfi* 



f9 







Pout i (HI Co»t 


Lift \n%\tr§nc9 


S«lor)r oluft 


Coft 






P«iO Or 


Coot Pattf by 


8t«t«0 


9ol«ti¥t to 








Eoflor*^ 


8oii9li to 


A9« 45-4? 




« 


8«l»rf L9v«l - 


010,000 






OiNltr 50 


01,290 


ons 


020 


011,415 


?5«4% 




0t«230 


0165 


020 


011^465 


?3,8t 


55-5? 


01,280 


0240 


0^0 


011,560 


?4.61 






AH Aft 




All 

911 ,009 


tO« 6X 


45-4f 


Ot,000 


0900 


0120 


012,220 


100.01 




A 1 BAA 


9 f Jv 


9/Ov 


A 1 *> T 

J 91/, 


fl AA 9V 

104 « 4* 


55-5? 


02,000 


fi,<»80 


0500 


015,580 


109. SX 




02,500 


01,615 


0460 


014,655 


11?«8Z 




05,600 


00 


0460 


014,060 


115«1X 




03,600 


0!,?80 


0460 


016,040 


15K5X 






S«l«r]r L9V9I 


025,000 






IMtfffr 50 


0I,2B0 


0288 


050 


026,618 


94«6X 


50-54 


01,290 


0413 


050 


026,743 


95,0» 


55-5? 


0t,280 


0600 


0100 


026,960 


95. 8X 


40-44 


01,280 


0865 


i 0150 


027,203 


97. OX 


45-'4? 


01,600 


01,250 


^ 0500 


028,150 


100. OX 




01,800 


01,825 


0500 


020,125 


105. SX 


55-5? 


02,00i 


02, TOO 


0750 


050,450 


IOO*2X 


AO-M 


02,560 


04,050 


01,150 


052,748 


116. 5X 




03,600 


00 


01,150 


020,750 


105. 7X 




05,600 


04,?50 


01,150 


054,700 


125.51 






8«l«rr Ltvtl * 


050,000 






.nmiftr 50 


01,280 


0575 


0100 


051,055 


95. OX 


50-54 


01,280 


0825 


0100 


052,205 


95. 4X 


55-5? 


01,280 


01,200 


0200 


0'f2,680 


96*51 


40-44 


Ot,:(80 


01,725 


f 0500 


055,595 


97. 4X 


45-4? 


01,600 


02,500 


0600 


054,700 


100. OX 


50-5^ 


01,800 


05,650 


01,000 


056,450 


105.2X 


55-5? 


02,000 


05,400 


01,500 


059,000 


t07,71 


00-04 


02,560 


08,075 


02,500 


062,055 


115.lt 


05-»?« 


* 05,600 


00 


02,500 


055,000 


102.71 


os-o?#« 


03,600 


0?,?00 


02,500 


0'65,900 


I20.5X 




*qiiiMlMt iffcrf««« Otft no cimtlfivod ovfiolm 


•ccfy^' Oltor «0i^ 65 



ERIC 



86 BEST GOPf 



• \ 



81 



ATTRISUttO COST Of SfitnPLt CIW?lliSATlO« PLAN tt *6£ 
Nf0tcal; 

P9r Eaploytff Tot«l Coft Ptr Vtar 
Eaployr* Contr ilutton* |»tr Y#ar 



fl,AO0 



f«.««tan: D«fin«d Bvov^^t 
Ptrcfnt<9t of S«Urv 

lift lofwrioct - 2 tiatf Pay - NoflContrili»t©f r 



5.01 



Sftwp 



N«{}}€«l Cost 
Patd &r 



P«t0 0V 



Lift lfi»(«r»nc« 
C09t Paid br 



Salary plUf 
Stattd 



Coft 

Mlattvt to 
A9« 49*^49 



Undtr 30 

50-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-M 
*5-69# 



Ufitftr 30 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-64 
65-69« 
65-69'* 



Undffr 30 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-64 
65-69# 
65*69t# 

fActwartil 



Salary Ltvtl - flO.OOO 



f6B0 


9115 


f660 


9165 


1680 


9240 


1680 


9545 


11,000 


9500 


f 1,200 




f 1,400 


91,08V 


11,960 


91,615 


13,000 


90 


$-3,000 


$1,980 


Salary 


L$vtl - 


1680 


9288 


9660 


9413 


9660 


9600 


9680 


9863 


91,000 


91,250 


91,200 


91,825 


91 ,400 


92,700 


91,960 


94,038 


93,000 


90 


#5,000 


94,950 



920 


910,815 


93-lX ' 


920 


910,^65 


93. 5X 


940 


910,960 


94. 3X 


960 


911,095 


95. 4X 


9120 


911,620 


100. OX 


9200 


912,130 


104.4X 


9300 


912,790 


110. OX 


9460 


914,055 


120.9X 


9460 


913,460 
$15,440 


115«8X 


9460 


i32<9X 



925,000 



950 


$26,018 


94. 4X 


950 


$26,143 ^ 


94, 9X 


9100 


$26,380 


95. 8X 


9150 


$26,693 


96- 9X 


9300 


$27,550 


100, OX 


9500 


$28,525 


io:.5x 


9750 


92?,8S0 


106,3X 


41,150 


$32,148 


^16. 7X 


91,15"^ 


$29,150 


105,9X 


91,150 


$34,100 


123. 9X 



f#Co«tinufd ptofiiw* accrual afttr ag* 65 90d actuarial cqMtyaitAt btntflt incrtaft 



Salary L9¥9l - 950,000 

$51,355 94, 9X 

$51,^05 95. 4X 

$52,090 9^.3X 

$52,705 97, 4X 

$54,100 100,0X 

955,950 103, 2X 

958,300 J07-8X 

962,335 115.21 

955,300 I02-2X 

*'f65,200 120. 5X 
ncrtatt but no cootinuad ptnvlon accrual aftvr agt 65 



9680^ 


9575 


9100 


9680 


9825 


9100 


9660 


9), 200 


9200 


9680 


91,725 


9300 


91.000 


92,500 


9600 


91,200 


93,650 


91,000 


91,400 


95,400 


$1,500 


91,960 


98,075 


$2,300 


93,000 


90 


92,300 


95,000 


99,900 


92,300 



V 



ERIC 



87 



82 



•TT«IIUTI» COST ^ MlHr dWPIHSATIWI PlAli iV m 

fmr tmpXoy Total Co«t Ptr ¥«ir 
Firfti^iK 99f»ii#ii itii«fit 







- 2 ti»tf Par Hancofttribatorr 








Pynvien Co»t 


IH« Iufciranc* 


Salarr pl«f 


Coft 






Pftii Or . 


Co«t Paid Or 


StattO 


Mlativt t« 






Cfltplor^r 


Cflf l^rffT 




8«nOI}tft 


Aft 45-49 






SaUrr t«v«l •* 


^10,000 








IHitf«r 30 


02,240 


0115 




020 


012,375 


92,21 


30-54 


02,240 


0105 


ft 


020 


012,425 


92*6X 




02,240 


0240 




040 


012,520 


93. 3X 


40-M 


02 « 240 


0345 


f 


000 


012,045 


94*2Z 




02,iOO 


0500 




0120 




100*01 


90-54 


03,t5O 


0730 




0200 


014,080 


104. 9t 


55-59 


03,500 


01,OtO 




0300 


014,880 


110,9X 


*0-64 


04,480 


01,015 




0400 


010,555 


123,41 


65-*f« 


06,300 


00 




0400 


016,700 


124, 9t 


65-*f#« 


06,300 


01,080 




0400 


018,740 


139,61 



Salarr t*^*^ ' 025,000 



IMOtr 30 


02,240 


0288 


050 


027,578 


94,01 


30-34 


02,240 


0413 


050 


027,703 


94,41 


35-39 


02,240 


0600 


0100 


027,940 


95,21 


40-44 


02,240 


0863 


0150 


028,253 


96*31 


45-49 


02,800 • 


01,250 


0300 


029,350 


100,01 


50-54 


3,150 


01,825 


0500 


030,475 


103,81 


35-59 


03,500 


02,700 


0750 


031,950 


108,91 


00-04 


04,480 


04,038 


01,150 


034,008 


118,11 


65-69« 


06,300 


00 


$1,150 


032,450 


110*61 


65-69#« 


06,300 


04,950 


01,>5{^ 


037,400 


127.41 




Salarr 


Ltvtl - 050, 


000 






i3n4mr 30 


02,240 


0575 


0100 


052,915 


94,71 


30-34 


02,240 


0825 


0100 


053,165 


95,11 


35-39 


02,240 


01,200 


0200 


053,640 


96,01 


40-44 


02,240 


01,725 


0300 


054,265 


97,11 


45-49 


02,800 


02,500 


060O 


055,900 


100,01 


50-54 


03,150 


03,650 


01,000 


057,^ 


103,41 


55-59 


03,500 


05,400 


01,500 


060,400 


. i08,ll 


40-<' 


04,480 


08,075 


02,3^ 


064,855 


116,01 


65-69* 


06,300 


00 


02,300 


056,600 


104.61 


65H^9#» 


06,300 


09,900 


02,300 


068,500 


122,51 


•Octciarial 


tqvtvaltut ificrtaM Out so C0t..^ 




actroal afttr aft 


65 




ptAfiOA accroal aftor aft 65 anO 


actuarial 


tfoivaltnt OtAtlit 


itcrtatt 



ERIC 



88 Bfcbl UOiPY 



as 



<IT<RIWIIP COST Of SiWnE £0fffllif*TIO« flM iV 

iNriifrit « " ^ 

Ptr E*plByt« Total Ciwt ftr ft«r l!^ 
Ptntioii; 9tfifitd 9flfl«IU 

tiff Iniyraoct - 2 tta«f fty - lloiicafitrilMtof y 

N#ilicil Cp»t Cpit Lift Ii.«ir»nct gjltry fiUi C«it 

Hi. P«id by raid kY Cpit f.td by 8t#t«» ?• 

SLp liploy^ fpUy.r Eapuyr Otn.Htf «-4^ 



Salary Ifvtl - flO,00:! 



tmdtr 30 


ft, 640 


|U3 


30-34 


f}t640 




33-39 


fl,640 


f240 


'40-44 


f 1,640 


f343 


45-49 


f2,200 


f300 


50-54 


e2,550 


f730 


55-59 


f2,9C0 


f 1,080 


40-^4 


f3,«iO 


f 1,615 


65-6?* 


f5,700 


fO 


65-69»» 


f5,700 


fl,fO0 



f20 


111,775 


91. OX 


f20 


fll,025 


92. 2X 


«40 


fll«f20 


93, OX 


f60 


fl2,04S 


94. OX 


1120 


f 12,020 


100. OX 


f200 


fl3,480 


105, IX 


f300 


f|4,200 


S11*4X 


f460 


f 15,955 


124. SX 


f460 


f 16,160 


126. IX 


f460 


f 18,140 


' Ml.SX 



Salary - f23,000 ^ 



Untfer 30 


f 1,640 


0208 


30-34 


«1,640 


0413 


35-39 


f 1,640 


0600 


40-44 


01,640 


0063 


43-49 


02,200 


01,250 


50-54 


02,550 


01,825 


55-59 


02,900 


02,700 


60-64 


03,080 


04,038 


65-69* 


05,700 


00 


65-69#« 


05,700 


04,950 



050 


026, 97t 


93, OX 


090 


027,103 


94, 3X 


0100 


027,340 


95. IX 


• 190 


027,693 


96, 2X 


0300 


020,750 


lOO.OX 


0900 


f29,B75 


103. 9X 


0750 


031,350 


109, OX 


01,150 


034,060 


118.5X 


51,150 


031,850 


110, OX 


01,190 


036,600 


120. OX 



Salary Ltvfl - 050,000 



yn0ffr 30 


01,640 


0575 


30-34 


01,640 


0825 


35-39 


01,640 


9: 01,200 


40*44 


f 1,640 ' 


01,725 


45-49 


12,200 


02,500 


50-54 


02,550 


»3,650 


55-59 


#2,900 


05,400 


60-64 


03,660 


06,079 


65-69# 


05,700 


00 


65-69#» 


05,700 


09,900 



fSOO 052.315 ' 94, 6X 

flOO 052,965 95, IX 

f200 053,040 95. 9X 

f300 053,665 97. OX 

f600 055,300 100. OX 

01,000 097,200 103. 4X 

01,500 059,600 , >08.1X 

02,300 064,295 116,2X 

f2,300 058,000 104. 9X 

f2,300 067,900 122, 6X 



•Artuarial touivaiant tncrtavt »ui nq tuni.»np»« pr«..*.^.' — - — 



- y f - • 



89 



84 



ATTflI»MT£9 COST Of SAHPU COfff€IMMTI(HI PLAN 9Y A6€ 
E»hl»il A - 19 

rmr C«plorM Tptal Cost Por Vt«r i2t9<>0 

E«plor*« Coiitriliifti0iif p§r Vtjr il,200 



PtRfttons 9tf»fiH INatllt 
ftf ctfitaft 0l Salar)f 



ttf« fntttrafict 2 ttMf Pj)r - itoAcontrifttttory 



IMtc«l Co»t 
P«i« 



PtffftCM C ft 



Lilt UftfrMCt 
CcHit Paitf kr 
Cvf loytr 



Salary pint 
Statf^ 



Cott 

Rtlatiyt to 
A9t 49-49 



Silarr ttvfS - ilO,000 



imtfar 50 


01,040 


0115 


020 


011,175 
011,225 


91, 4X 


50-54 


01,040 


0169 


Q 020 


9K9X 


55-59 


^1,04. 


0240 


040 


011,320 


92. 6X 


40-44 


01,040 


03«^ 


060 


011,445 


95* 7X 


45-49 


01,600 


05OO 


0120 


012,220 


100*0% 


54>'54 


01,950 


0750 


0200 


012, MO 


105. 4t 


55-59 


02^500 


01,080 


0500 


015,680 


111*91 


40-64 


05,280 


01,615 


0460 


015,555 


^29- 7X 


65'69# 


05,100 


00 


0460 


015,560 


127,51 


65-69»* 


05,100 


01,930 


0460 


017,540 


145*91 



Bilarr tevtJ - 025,000 



Uod«r 50 


01,040 


02BS 


090 


026,578 


93. 7X 


30-54 


01,040 


0415 


090 


026,905 


94* IX 


55-59 


01,040 


0600 


0100 


026,740 


99, OX 


40M4 


01,040 


0865 


0190 


027, C35 


96* IX 


45-49 


01,600 


01,290 


0500 


028,190 


100* OX 


90-54 


f 1,950 


01,829 


0900 


029,279 


I04*0X 


55-59 


02,500 


02,700 


0790 


050,750 


I09,2X 


60-64 


05,280 


04,058 


01,190 


055, MB 


I18.9X 


65'-69# 


09,100 


00 


01,1^ 


051« 


111. OX 


65-69## 


09,100 


04,990 


01^190 


056,200 


128*6X 




Salary 


L«v«l - 090,000 









Itodtfr 30 
50-54 
59-59 
40-44 
45 «9 
50-94 

59- 59 

60- 64 
69-69* 

69-69## 

•Acttfarljl tqttlvittnt incr§a%9 8ttt AO coniiftu^it ptntion Accrual afttr a|t 69 
*«Co«tlf«tftd ptiYVtim arcrtiat alttr a^ff 69 and actuarial it^tsivMltni Otnt^st mcrtcff 



01,040 


0979 


0100 


051,715 


94. 9X 


01,040 


0829 


0100 


091,969 


99*0X 


01,040 


01,200 


0200 


f97,440 


99*9X 


01,040 


01,729 


0500 


095,069 


97. OX 


01,600 


02,900 


0600 


054,700 


100, OX 


01,990 


03^690 


01,000 


096,600 


105*9X 


02,500 


»9,400 


01,900 


099,200 


108* 2X 


03,280 


08,075 


02,500 


065,699 


116*4X 


09,100 


00 


02,500 


097,400 


IC4.9X 


09, too 


09,900 


02,500 


067,500 


123*0X 



o 

ERIC 



90 



COPY 



85 



Mimwico COST Of sahtlc cwifiitf^noK pl^ Bt m 

?9r f(iployt».Tot«l Coft Ptr VMr 
e*p|py«« Contrtl^ittioiif ptr Ytar 

Ptiifsons 0«f»n«d B«n«fit 
PtrctntAft Qi SiUry 

Lilt lofurinct - 2 Pty * ||onc:o«trifcytory 



to 



10.91 



Aft 

9rottp 



MtdicAl Coft 
Pattf by 

E«pIoytr 



Ptnfion Coft 
P«td by 
ftptoytr 



Lilt IfifttrAoct 
Com Paid by 
Etpipytr 



SaUry Ltvtl - 110,000 



Undfr 30 


f 1,280 


»230 


30-54 


f i,»eo 


1350 


35-59 


f 1,780 


1480 


40-44 


f 1,280 


fi^90 


45-49 


^1,600 


f 1,000 


50-54 


i:,800 


f 1,460 


55-59 


12,000 


>2,U0 




f2,560 


>3,250 


65-69# 


f3,600 


$0 


*5-69## 


#5,600 


»3,960 



StUry Din* 

8t«ttd 

Ptntlitt 



Cost 

RtUtivt to 
A«t 45-49 



>20 


411,530 


90,61 


420 


411,650 


91.4% 


440 


411,800 


92. 8X 


440 


412,050 


94, 6X 


4120 


412,720 


100*0% 


4200 


415,460 


105.81 


4300 


414,460 


115.71 


4440 


416,250 


127*81 


4460 


414,060 


110*51 


4460 


416,020 


141.71 



S#l*ry tt*«l " 425,000 



Un49r 30 


41,280 


4575 


30-34 


41,260 


4825 


35-39 ' 


41,280 


41,200 


40-44 


41,260 


41,725 


45-49 


41,600 


42,500 


50-54 


41,800 


43,650 


55-59 


42,000 


45,400 


60-64 


42,560 


48,07^ 


d5"69# 


43,600 


40 


65 69## 


45,600 


49,900 



450 


426,905 


91.51 


450 


427,155 


92.41 


4100 


427,580 


95*81 


4150 


428,155 


9:^.81 


4500 


429,400 


100,01 


4500 


430,950 


105*51 


4750 


453,150 


112.81 


41,150 


456,785 


125.11 


41,150 


429,750 


101*21 


41,150 


459,650 


154*91 



^•Ury Ltvtl - 450,000 

,j 280 41,150^ 4100 452,530 

41,280 41,650 4100 453,050 

41,280 42,400 4200 'J''??^ 

41,280 43,450 «00 455,030 

41,600 45,000 ♦^OO 457,200 

41,800 47,300 41,000 460,100 

4:, 000 410,800 ' 41,500 464,500 

42,560 416,150 42,500 471,010 

,3^^00 40 42,500 455,900 

45,600 419,800 42,500 475,700 
Mctuarial tquiviltnt lOcrtMt but oo cofttinwtd ptnfiofi accrual aHtr aft 

##£0Atinvtd pto»>oo accrual alttr aft 65 and actuarial tfuiirpltot btotlii 



Und^r 30 
30-34 
35-39 
40-44 
45-49 
50-54 
55 59 
60-64 
65-69« 
65-69## 



91*81 
92*71 
94*21 
96,21 
100.01 
105. n 
112*41 
124.11 
97.71 
132*31 

65 



BEST COPY 



31 



86 



ATTItliUTEP COST tyf SMffLE COflfCNSATlON PLAM »r m 
EkHifeit A " 12 

^tr Ei^lertt Tot«} Cost ftr Vt«r 
E«pl9)r## Co«itril»utiOfi« p9r Vt«r 

Ptrtfion: Nfintd Stnt^it 
P»fC»ot«gt of SaUry 



1600 



fO.OX 











ymimrj piliv 






P#id toy 


r #1 V wj 


irOKv r#18 uf 


ftf Af Afi 


Rffl a! ft tl) 




t MA 1 fl 

L Vfl 1 Vjwl 


IT A fi 1 MftxMr 




Svnv^ lift 










AfA AAA 
9 1 V , V vv 








WOv 






At A OTA 

9|V.T^V 


OA *>T 


30-34 






94V 


414 ATA 
9)1, V4>V 


04 AY 




• POv 


940V 


AAA 
9#W 


4 4 4 '7AA 

911, /UU 




40-44 


i6B0 


1690 


160 


•11,430 


94 •3X 


45-49 


«I1,000 


11.000 


1120 


•12.120 


100*0t 


50*54 


f 1.200 


11,460 


t200 


•12,860 


106*11 


55-59 


tl.400 


>2,160 


• 300 


•13,860 


114*41 




9 » « TQ V 


AT 7TA 


< AAA 
9 VOV 


A « K A<iA 


4 70 4 V 




AT AAA 
9 <9 t V V V 


9 V 


< A aa 


A 4 T 4 ^A 
9 1 J . 9oU 


4 4 4 4 T 
1 1 1 * 1 A 




AT AAA 


AT OAA 


A A AA 


A 4 7 Mfn 
91 / , f ZW 


t AT 7T 

It J» /* 






9ml Mr J l,W¥wl 


A'7l AAA 




* 




WQffV 


9 J / J 




A7A 
9Z9 , 


04 ^7 
71 « V * 




90BV 


90/ J 


A4A 


926 


7/» ZA 




<^BA 


A 4 ^AA 


A 4 AA 

9 2 vv 


A'>^ OOA 


Ot '77 
73» / a 


40^44 


1680 




• 150 


•27,555 


95» 71 


45-4? 


11,000 


42,500 


• 300 


•28,800 


100*01 


50-54 


11,200 


«3.650 


•500 


•30,350 


105*41 


55-59 


> 1.400 


«5,400 


• 750 


•32,550 


113*01 


60-64 


11.960 


«8.075 


•1,150 


•36,185 


125*61 


65'69» 


13,000 


$0 


•1,150 


•29,150 


101*21. 


65-69«« 


13,000 


i9,900 


• 1.150* 


^•39,050 


135*61 






SaUry Itvtl - 


•50,000 






UDtf«r 30 


1680 


«1,150 


• 100 


•51,930 


91*71 


30-34 


>680 


11,650 


• 100 


, •52,430 


92*61 


35-39 


1680 


13,400 


•200 


•53,280 


94,11 


40-44 


>680 


•3,450 


9300 


•54,430 


96*21 


45-49 


11,000 


15,000 


•600 


•56,600 


100.01 


50-54 


11,200 


17,300 


•1,000 


•59,500 


105*11 


55-59 


11,400 


fl0,800 


•1,500 


•63,700 


112*51 


60-64 


11.960 


116,150 


•2.300 


•70,410 


124.41 


65-69* 


13,000 


10 


•2.300 


•55,300 


97*71 


65-69## 


13,000 


119,800 


•2,300 


•75,100 


132.71 



•Actuarial rquivaltnt incrtaftt but no contiii»td ptRftiOfi «ccr»jl «ftfrt «9t 65 
••CMtUtftd ptfiftiM accrual a^t«r jgt 65 jutf actuarial tfytvaltot btnt^it lACrtatt 



92 



ERIC 



87 



Am 

8f 041^ 



ATTHI8Ut£© COST Of SWfftC COflPEIlMTIOli fLAH IV ABE 
EKNiftit A n 

Ptr Upl9r9W Tot«l Coft ftr Vtir 
P^ntiooj Otfmtd lent#»t 



19.01 



ftnfion Cpft 
Paid by 



Cp«t P«id by 
EpplPytr 



•pnplitf 



Coft 

HpUtivP to 
ll«P 45-49 



S«Ury LffVpl - >10,000 



Untfpr 30 


f2,240 


1250 


f20 


30-54 


12,240 


1330 


f20 


^ 35-:9 


f2,240 


4480 


440 


40-44 


12,240 


§690 


f60 


45-49 


12,800 


f 1,000 


fl20 


50-54 


15,150 


>i,460 




55-59 


15,500 


12, UO 


j^: 


#0-64 


14,480 . 


f3,230 


f^O 


65-69# 


16,300 


fO 


1460 
4460 


65-#9«# 


16,300 


13,960 






L»vei - 125,000 




Under 30 




1575 


>50 


30-14 


f2,240 


1825 


>50 


35-59 


#2,240 


11,200 


>100 


40-44 


12,240 


f 1,725 


>150 


45-49 


12,800 


12,500 


>300 


fW-54 


15,150 


15,650 


>500 


55-59 


13,500 


15,400 


1750 


60-64 


14.400 


48,075 


41,150 


65-69# 


16,300 


40 


>1,150 


65-69f# 


16,500 


49,900 


>1,150 



412,490 
412,590 
412,760 
412,990 
413,920 
414,810 
415,960 
4I8*:70 
416,7*V0 
420,720 



427,865 
426,115 
428,540 
429,115 
430,500 
432,300 
434,650 
438,705 
432,450 
442,350 



89. 7X 
90.4X 
9K71 
93* 31 
100.01 
106.41 
114.71 
130.51 
120.41 
148.91 



91.11 
91.91 
93*31 
95.11 
100.01 
1C5.61 
115.21 
126.51 
106*01 
138.41 



S«Ury ltv4l - 450,000 



{Mttr 30 
30-34 
35-39 
40-44 
' 45-49 
. 50-54 
35-59 
60-64 
65-69* 
65-69t» 



42,240 
42,240 
42,240 
42,240 
42,800 
43,150 
43,500 
44,480 
46,300 
46,300 
rquivAltfft tncrp«»p 



41,150 
41 ,650 
42,400 
43,450 
45,000 
47,300 
410,800 
416,150 
40 

419,600 



4100 
4100 
4200 
4300 
4600 
41,000 
41,500 
42,380 
42,300 
42,300 



453,490 
453,990 
454,840 
455 «V0 
458«400 
461, 4A> 
465,800 
472,930 
458,600 
478,400 



but no'continupd pdnfipn tccru*! fflttr 494 



••Coiitinuvd ppnfioft #ccru4l aUPr 444 65 4iid «tM4fi4l 44yiv4l4nt brnplil 



91.61 
92.41 
93.91 
95.91 
100.01 
105.21 
112*71 
124.91 
100.31 
134.21 

65 

iffcrt«f4 




93 



ERJC 37-116 O ~ 1 



! 



88 



ATTRIBUTED COST Of SAHPLC COftf EMSAT IO«f PLAM »y A8E 
ERUil^it A «• 14 

Ptr £«plor*ff Totfl Ce»t Ptf V»«r 12,000 
Efiployt« Contri>4«tlOAf ptf ft«r 

P«n»ions Dfffin«tf ifflfffit 
PtrctnCigt ol S4il«r)r 10. OX 

IMt fnivriinct - 2 tmtf P«y - nontonir ibu^Qry 



fM>c«l Catt Ptfition Coftt 
*0t P«itf Or P«td Oy 

0roup Eflploifffr Caployfr 



Uotftr 30 11,640 0750 

30-34 $l,h40 1330 

3S»-39 0{,640 0490 

40-44 11,640 P6^0 

45-49 12,200 11 ^000 

50-54 12,550 11,460 

55-5f 12,900 12,160 

60-64 13,180 13,230 

65-69t 15,700 10 

*5-69ft 15,700 13,960 



Itft Ififyr«iic« MMry plu% Coit 
UplOfwr Nfiffit* A9t 45*49 



•20 111.890 89, 3X 

•20 111,990 90, OX 

MO 112,160 9K3X 

•60 112,390 93,0X 

•120 ' •13,320 lOO.OX 

•200 •H.aiO 106*7% 

•300 •IS, 360 1I5*3X 

•460 •IT, 570 :31,9X 

•460 ^16,160 12!,5X 

•460 ^20,120 15K1X 



8«Ury Ltvtl - ^10,000 



5#l«ry l9v»l - •25,000 



Unifrr 30 


•S ,640 


• 575 


•50 


•27,265 


90, 9X 


30-34 


•1.640 


•825 


•50 


•27,515 


91. 7% 


35-39 


•1,640 


•1,200 


• 100 


•27,940 


93. IX 


40-44 


•1,640 


•1,725 


• 150 


•28,515 


95. IX 


45-49 


•2,200 


•2,500 


• 300 


•30,000 


100. OX 


50-54 


•2,550 


•3,650 


•500 


•31,700 


105. 7X 


55-59 


•2.900 


•5,400 


• 750 


•34,050 


113. 5X 


60-64 


•3,800 


•6,075 


•1,150 


•38,105 


127. OX 


65-69t 


•5,700 


• 0 


•1,150 


•3MS0 


106. 2X 


65'69«# 


•5,700 


•^,900 


•1,150 


•41,750 


15^-21 



Sjljry I9v9l - •SO, 000 



Unil»r 30 


•1,640 


•1,150 


30-34 


•1 ,640 


•1,650 


35-39 


•1,640 


•2,400 


40-44 


•1,640 


•3,450 


45-49 


•2,200 


•5,000 


50-54 


•2,550 


- ^7,300 


55-59 


•2,900 


•10,800 


60-64 


13,880 


•16,150 


65-69# 


•;^700 


•0 


65-69#t 


•« ,700 


•19,800 



•Acitf6rs«l »quiv«itn' incr»«t» 8ut no ccmti 
**Cofitinu»d ptnftion *ccru«l «fi»r apt 65 «n 



• 100 


•52,090 


91. 5t 


• 100 


•33,390 


92. 4X 


•200 


•54,240 


93. 8X 


• 300 


•55,390 


95.81 


•600 


•57,000 


100. OX 


•1,000 


•60,050 


105. 3X 


•1,500 


•65,200 


112. 8X 


•2,300 


•72,330 


125. IX 


•2,300 


•58,000 


100, 3X 


•2,300 


•77,800 


134. 6X 


utd ptnfion 


iccrual aftffr a«t 


65 


1 actuarial 


•qulvaltnt tt^wfit 





94 



friHip 



*TTRI|UT(EP cost OF CimfEHATIOM Bt 

r«r e^plpyt* Tpt«l Cptt Ptr yt«r •2,i00 



Ftnftont Otfinttf Nntfit 
Ptrctntagt of S«l«fy 



P«td 

Eftploytr 



P#f)flCHI COft 

^aU toy 

£«ploy#r 



tilt iRMranCf 
Co«t PAid by 
(•ploytf 



S«l«ry put 
Statttf 



Coft 

HfUtivt to 





Salary 


Lt¥*l - 


P10,OO0 






>1,040 


P230 




P20 




1 1 oao 


f 330 




P20 


35-39 


PI,04U 


P40O 




P40 




PI, 040 


P690 




P60 


45-49 


11 ,600 


Pt,000 




PJ20 


50-54 


Pi, 950 


Plt460 




P200 


55-59 


P2,300 


P2,S60 




P300 


40*64 


p:,2So 


P3,230 




P460 


65-69t 


P5,l('0 


PO 




P460 


«5~*9«« 


P5«}00 


P3.960 




P460 




Salary 


Lt¥tl ~ 


P2!!l,000 




Ufttftr 30 


PI, 040 


P975 




P50 


30-34 


PI. 040 


P829 




P5i0 


35-39 


P1,04C 


PI, 200 




PlOO 


40^44 


PI ,010 


PI, 725 




i)9o 


45-49 


PI, 600 


P2«900 




P300 


50-54 


PI, 990 


P3,690 




P500 


55-59 


P^Z,300 


P5,400 




P750 


60-64 


P3,2IO 


P8«075 




P1,S50 


65-69t 


P9.100 


PO 




PI, 150 


65-69## 


P5,100 


P9,900 




PI ,150 




Salary 


tfvfl - 


P50«000 




Un09r 30 


PI, 040 


«l,!50 




PlOO 


30-34 


PI, 040 


PI, 650 




PlOO 


35-39 


PI, 040 


P2.400 




P200 


40-44 


PI, 040 


P3,490 


j 


P300 


45-49 


PI, 600 


P5,000 




P600 


50-54 


PI, 990 


P7,300 




PI, 000 


^ 55-59 


P2,300 


PlO,tOO 


1 


PI, 500 


60-64 


P3,280 


♦•6,150 




P2,300 


65-69t 


P9,I00 


(0 




P2.300 


65-69** 


P5,I00 






P2,300 



pn,290 O0*6X 

Pll,390 •9,51 

Pll,560 90*91 

Pll,790 92,7X 

P12,720 lOO.OX 

P13,610 107,01 

p|4,760 116*01 

P16,970 133,41 

PI5,560 122,31 

PI9,520 153. 5X 



P26,665 9<^,7X 

P26,919 91, t% 

P27,340 93.01 

P27,915 94,91 

P29,400 100.01 

P31«I00 109.81 

P33,490 113.81 

P37,909 127.61 

P3l,250 106.31 

P4M90 140,01 



P92.290 91.41 

P92,790 92,31 

P53,640 93.01 

P54,790 95.81 

P57,200 100.01 

P60.250 105,31 

P64,600 112,91 

P7l,730 125,41 

P57,400 100,31 

P77,200 135.01 

•Actuarial tqai^alpnt incrpaM co«;tioii#d pt-^fio^i accrual alttr a0« 69 

••Conttnuvtf ptr>ftor> accrual a*t»r as* 69 iand actuarial pqK>*^#l#«t i»ii»*it incrtatf 



ERIC 



r--. y-s 



*==T copy 



95 



j 

i 



y - 



I 



90 



ATTRieutCD COST Of S4llflC COflfClfSArilM PLM 9V A6£ 

Ptntvoni 09#sf^9tf Contrtbiition \ 
P*rC9nt«99 Pi SiUrr ' 



$9 



1 





f MA t n W 




€1 vpn 
PI f /pu 


30-54 


^1,200 


55-39 






ii,20O 








V 1 f Vvi' 




AAA 






•rf D 


A \ ^aa 
9 J«OOU 




A ^ AAA 




A 1 ^OA 




A 1 'YOA 

* 9 1 f xdU 




A f 'VfiA 


40-M 


«l,280 


43-49 


«1«600 


50-54 


«i,800 


55-59 


«2,000 


4^0-44 


$2,5*0 


♦5-69» 


«3,600 


.*5-«f«* 


i3,600 






Untft< 30 


il,260 


30-34 


ilt2rf0 


35-39 


il,2B0 


40-^44 


f t,2B0 


#5-49 


f 1,600 


50-54 


il,900 


55-59 


i2,000 




i2,560 


65-69^ 


i3,600 


65-69#» 


i5,600 


#No ^urthtr 


cofltriDutsont 



tilt Iiif«r«pc9 
CpftI P4i)d by 
CwpUytr 



0tll9lllf 



CPftt 

It9l«tl¥p to 

Jl«t 49H9 



i50o ^2cy-v 

f500 f20^^ 
f 500 f 40 ' 

f!IOO f60 

>500 il20 

9300 f200 

f500 0300 

1900 04*0 

00 04AO 

0900 0400 



S04*»fy Ipvtl - 025,000 



01,250 
0t,25O 
01,250 
01,250 
01,290 
0i,25O 
0t,25O 
0J,25O 

00 

01,290 



Salary - 050,^0 

02,500 
02,300 
02,500 
02,900 
02,500 
02,500 
02,500 
02,500 
00 

02,500 
ilttr #99 69 



01 1*600 
0^1,800 
0M,82O 
840 
011,220 
0}>>5OO 
012,800 
013,920 
014,060 
014,560 



96. 6% 
96.61 
96*7X 

{6.9X 
O.Ot 
102. 3X 
104, 7X 
110.61 
115. II 
119,11 



050 


027,580 


98. OX 


090 


027,980 


98. OX 


0100 


027,630 


98. 2X 


0190 


027,660 


98. 3X 


0300 


028,190 


100. OX 


0500 


028,990 


101. 4X 


0750 


029,000 


103. OX 


01,190 


029,960 


106. 4X 


01 « 190 


029,790 


I05.7X 


0I,1!'O 


031,000 


no. IX 


0100 


093,860 


98. 9X 


0100 


093,880 


90. 9X 


0200 


093, m 


90. 7X 


0300 


094,060 


98. 9X 


0600 


094,700 


100. OX 


01,000 


095,300 


101. IX 


01,900 


096,000 


102. 4X 


02,300 


057,360 


104.9); 


02,300 


099,900 


102. 2X 


02,300 


056,400 


106.8X 



••Contritutiont continuvd cfttr «o* 49 



ERIC 



96 BEST 




91 



/ITTIIIIVTCO COST OF WMIPU CIMIPtllWTIPII FL^ 9i ^ 

l»tr £»pSor«« Total Cost For Ttar 
Cofloyoo Coatri»iitioiit pwr tt«r 

Ptntionf Dtlinttf CM>trl Nation 
P»fctnt«9« 5«l«ry 

tiff lufgfARC* - 2 tia«« F«r - INW»contfi>«tory 



9»n 



Aft 



n94icMl Coft 
Coplpyvf 



Pontlon Cost 
Eoployor 



Lift ln%itrMmc9 
Co«t P«i0 ir 
Cooloyor 



Salary plot 

8t«t»tf 

»oiitfit» 



COft 

HfUtivf 

Aft 



to 



IHidtr 30 
50-54 
53-59 
40-44 
43-4? 
50-34 
53-5f 
40-64 



Untftr 30 
50-34 
53-3f 
40-44 
43-49 
30-54 
55-^9 
60-64 
65-6f# 
65^?»» 



S«l«ry ttirol - 010,000 



U#iff 30 


0680 


0500 


30-54 


0680 


0500 


55-3? 


0600 


05OO 


40-44 


0680 


0500 


43-4? 


01,00 


0500 


50-fM 


01,200 


05OO 


55-5? 


01,400 


05O0 


60-64 


01,?60 


0500 


65-6?# 


0^.0<K> 


00 


65-6?#». 


0^,000 


0500 



020 


011,200 


?6*4% 


020 


011,200 


06*41 


040 


011,220 


96.61 


06^f 


011,240 


96. 7X 


0120 


011,620 


100*01 




Oil, too 


102*41 




012,200 


105.01 


0460 


012,020 


111.21 


C460 


015,460 


115.81 


04*0 


015,060 


120.11 



•no fortHtf cootf iOutiofli 
••CofftrtOutiofif cQnii^^94 



S«l«ry lortl - 025,000 

0680 01,250 

f680 01,250 

f480 01,250 

0680 $1,250 

01,000 01,250 

01,200 01,250 

0«,400 01,250 

01, ^60 01.^250 

05,000 00 

05,OiH> 01,250 

S«Ufy Ltyol - 050,000 

f660 02,500 

0680 02,500 

0680 02.500 

f680 12,500 

01,000 02,500 

01,200 02,500 

11,400 Ok, 500 

f|,?40 02,500 

05,000 00 

05,000 02,500 

»4i9r M99 65 

«fttr M^9 65 



050 
050 
0100 
0150 
0300 
1500 
8750 
01.150 
01,150 
01,150 



026,980 

026, t80 
027,050 
027,880 
027,550 

027, WO 
028,400 
029,560 
029,150 
030,400 



97, 9X 
97. 9X 
98.11 
98.51 
100. OX 
101. 5X 
103. IX 
106.6X 
105. 8X 
li0.5X 



0100 


053,280 


98. 5X 


0100 


055,280 


98. 5X 


0200 


053,580 


98. 7X 


0300 


053,480 


96. 9X 


0600 


054,100 


100. o;^ 


01,000 


054,700 


101. IX 


01,500 


055,400 , 


102.4X 


02,300 


056, 7o0 


104. 9X 


02,500 


055,300 


102.2X 


♦2,300 


057,800 


106. 8X 



o 

ERIC 



i.: I , 



BEST COPY 

97 



92 



ATTRIBUTED COST OF SAffftI CCNfPf USATIM PtAff 9V A6€ 
Iffflibit A - 18 

Pffr £«|ilor't Total Cost P*r V««f 
Emplortt ContribMtionf p#r yt«r 

F»4ifiPDf PtfiAttf CoHtriiutiofi 
PtfctntA^t of S«l«fy 

Lift Infur«nct 2 tiM9 P«y t Honconirt tutor y 



f2«S00 
«0 



9. ax 



lf«di€«} Coft Ptnttofs Coft Itft lnf(ir«9ict S«7«rr plot Co»t 

Aft Ptld Dy by Cpff^ Ptitf ir Sttttd fttlttivt to 

Ortyp Epptoytr ^mploywr lEopIoytr itfftfitt A9t 49*49 

$«l«ry ttvtl - 110,000 



Untftf 30 
30-34 
35-39 
40-44 

49- 49 

50- 54 
55-99 
l^0-A4 

65-69t 
69-69«« 



f2,240 
f2,240 
f2,240 
•2,240 
f2,800 
13,150 
f3,900 
M,4S0 
f6,300 
n,300 



1900 
1900 
*900 
•9<K) 
•900 
f900 
1900 
f900 
10 
1900 



f20 
f20 
f<0 
f«0 
f 120 
•700 
1300 
1460 
$4kO 
1460 



fl2,760 
•12,760 
•12,780 
•12,800 
•13,420 
•13,850 
• 14,3i'0 
•19,4:0 
•16,^6.' 
*17,260 



95, U 
95. U 
99. 2X 
99,41 
100.01 
103,2% 
106.61 
!|5.1.i 
124,91 
128.6% 



StUry ttvtl - •29,000 



Untftr 30 
30-34 
35-39 
40-44 

49- 49 

50- 94 
99-99 
60-64 

65-69* 
4^9-69*# 



•2,240 
•2,240 
•2,240 
•2,240 
•2«800 
•3,190 
•3«5O0 
•4,480 
•6,300 
•6.300 



•1,290 
•1,290 
=•1,290 
•1,290 
•1,290 
•1,290 
•1.290 
M,290 
•0 

»1,250 



890 
•50 

• 100 

• 190 
•300 
•900 
•790 

•1,190 
•M90 
•1,190 



•28,940 
•28,540 
•28,990 
•28,640 
•29,i90 
•29,900 
•30,900 
•31,880 
•32,490 
•33«700 



97.2% 
97,2% 
97,4% 
97.6% 
100,0% 
101*9% 
103,9% 
108.6% 
110,6% 
114.8% 



StUry Uvtl - ^90,000 



*.lr49r 30 
30-34 

39- 39 

40- 4, 
49-49 
90-94 

59- 99 

60- 64 
65*69# 

65-69## 
•Ho furthtf 
•tContribut 



•2,240 
•2,240 
•2,240 
•2,240 
•2^800 
•3,190 
•3,900 
•4,480 
•6,300 
•6,300 
contribotiont 
louft continutd 



«fttr 
Afttf 



•2,900 
•2,900 
•2,900 
•2,900 
•2,900 
•2,900 
•2,900 
•2.900 
.•0 
•2,9i»0 
#ft »N5 
«(# 69 



• 100 

• 100 
•200 
•500 
•600 

•1,000 
•1,900 
•2,300 
•2,500 
•2,500 



•94,840 
•94,840 
•94,940 
•99,040 
•99,?00 
•96,690 
•97,900 
•99,280 
•98,600 
•61,100 



98.1% 
98*1% 
98.3% 
98.9% 
100.0% 
101.3% 
107»9% 
106.0% 
104,9% 
109,3% 



BEST COPY 

98 



98 



^ITTRIWUO C9ST OF SIMPLE COtTCIIMTIW PL^ m 

l»tr C«#lortt Total Cost Por Vtor 
l^ployto Cootf ifeotitnf P9r Voor 

Ptfifiofii PtfiMitf CofitrliPutliNi 
Ptrcooto9* 9* i«Ury 

Lilt lofufJMico - 2 ti«t« P»y - »onco«tfifc*itorT 



5*01 



Aft 

6f ovp 



UtOlCAl C«it 
Cot loyor 



Pt.ifio^ Cott 
Eif lorn 



Ltfo loforoiict 
Coot Poi0 ir 



Silory plot 

StttMl 

Notfitt 



Coot 

itlttivo to 
Aft 49-49 



Uo^tr 50 

55-59 
40-44 
45-49 
90-54 
95-99 
00-M 
45-A9t 
«9-49t« 



Uotffc 50 
50-54 
59-59 
40-44 
49-49 
90-94 
99-99 
40-64 
09-6V# 
69-A9## 



OndOf 50 
50-3% 

59- 59 
40-44 
49-49 
90-94 
99-99 

60- 64 
69-69# 

69-69t# 



SoUry Ltirtl - flO«000 



flt640 


0900 


01,640 


0900 


01,640 


0900 


01,640 


0!^ 


02,200 


0900 


02,990 


0900 


02,900 


090O 


05,»»0 


0900 


05,700 


00 


05,700 


0900 



020 


012,160 


94,9% 


020 


012,160 


94. n 


040 


012,180 


99, ox 


060 


012,200 


99. 2X 


0120 


012,020 


100,01 


0200 


015,290 


105* 4X 


0500 


015,700 


100. n 


0460 


014,040 


11 ^9^ 


0460 


016,160 


126.11 


^ 0460 


016,660 


150.01 



Sslorr ' 029,000 

01,640 01,290 

0S,;&40 01,290 

01, MO 01, ro 

01,640 01,2>> 

02,200 01,290 

02,990 01,290 

02,900 01,290 

05,WO ^ 01,290 
09,700 00 

09,700 01,290 

Stlorr l^^^l - 090, OCO 



450 
190 
0100 
019O 
0500 
0900 
0790 
0l,f9O 
01,190 
01,190 



01,040 02,900 0 00 

01,040 02,900 0100 

01,640 02,900 0200 

01,640 02,900 

02,200 02,900 0600 

02,950 02,900 0 •OOO 

05,900 02,900 01,900 

,5,ttO 02,900 02,500 

09,700 ^ «,500 

09,700 •i,900 02,500 

•noimrtu^r cwitfilM*tlo*»o o#ttf too 69 

f«CMitriOMtioiio contiBOtO o^tt*- oft 69 



027,940 
027,940 
027,990 
028,040 
028,790 
029«500 
029,900 
051,280 
051,890 
455,100 



094,240 
094,240 
054,140 
094,440 
059,500 
056,090 
096,900 
058,680 
058,000 
060,900 



97.21 
97.21 
97.41 
97.91 
100.01 
101.91 
104.01 
108.81 
110.81 
119.11 



98*11 

98*11 
98.51 
98*41 
100.01 
101*41 
102.91 
106«11 
104*91 
109.41 



BEST COPY 



ERIC 



^TTflliuTED COST Of SAWftC COf^ENSATKKI flWI IV ^ISC 

P»r luployvv TeUl Coft P#r y«4ir f2,800 - 

Pvntions Nffntd CoDtrifrution ^ jii' 

Pvrc*nt4l99 of $«l«fy 9, OX 

iii9 Snvtff jftcv - 2 ti(Nr* Pay - HonttmlriMo^y 

ff«if*c«> Coft PtnilM Cpft lift Iiifiir#iic9 MUry nUt Coft 
A9« by Paid by Cett P«t0 by St«t«d Rvlativt to 

erewp Eoployvr CoplPytf Eoployor a#ii«fit» A«« 45-49 

5«Ufy lovol - flO,^0 



Vn49r 30 


«t,040 


9500 




920 


911,560 


94. 6t 


30-54 


91,040 


. 9500 




920 


911,560 


94.6% 




61,040 


9500 




940 


911 ,580 


94. 8t 


«>-44 


91,040 


9500 




960 


911,600 


94«9X 


45-49 


' 91,600 


9500 




9)20 


912,220 


100. Ot 


50-54 


91,950 


9300 




9200 


912,690 


103. 5t 


55-59 


92,300 


9500 




9300 


913,100 


107. 2i 


60-64 


93,280 


9500 




9460 


914,240 


116.51 


65-69* 


95,100 


90 




^^460 


915,560 


127. 3Z 


65-^9## 


95,100 


9500 




1460 


916,060 


131. 4t 






Sjl«fy ttvfl - 


125,000 








Undof 30 


91,040 


91,250 




950 


927,340 


97.11 


30-54 


91.040 


91,250 




950 


92J,340 


97.11 


35-39 


91,040 


«.1«250 




flOO 


927,390 


97.31 


40-44 


91,040 


91,250 




9150 


927,440 


97. 5X 


45-49 


91,600 


' 91,250 




9300 


928,150 


100.01 


50-54 


91,950 


91,250 




9500 


928,700 


102.0a 


55-59 ^ 


92,500 


91,250 




9750 


929,300 


104.11 


60-64 


93,280 


91,250 




91,150 


930,600 


109.01 


65-69# 


95,100 


90 




91,150 


931, 25& 


111.01 


65-69## 


95,100 


9i,250 




91,150 


932,500 


115.51 






8£l«ry tovtl " 


950,000 








Mfi^rr 30 


91,040 


92,500 




9100 


.995,640 


98.11 


30-34 


91,040 


92,500 




9100 


953,640 


98.11 


35-39 


91,040 


92,500 




9200 


953,740 


98.21 


40-44 


91,040 


92,500 




9300 


953,^40 


98.41 


45-49 


91,600 


92,500 




9600 


954,700 


100.01 


50-54 


91,950 


92,500 




91,000 


955,45^ 


101.41 


55-59 


92«500 


92*500' 




91,500 


956,300 


102.91 


60-64 


95,280 


92,500 




92,300 


958,080 


106.21 


65-69t 


95,100 


90 




92,300 


957,400 


104.91 


65'-69## 


95,100 


92,500 




92,300 


959,^00 


10V.51 



•no further contrlbytlOAf jitor a^o 65 



•6Co<itri8utlOA» contfonotf «ftor «q« 65 




95 



UTTHIIJTEO COST m BWI^U Ciirt»S4TI0ll ftAH iV MC 
EiHiblt A - 21 



10«0% 





CMt PffllflM 


CMC 




Piiiil 6y 










Salary t«v«l - 


Ufiatr 30 


f 1,290 


f 1,009 




f 1,290 


fl,990 




ft, 240 


fl.OOO 




11,290 


flt990 


45-4?^ 


f 1,690 


f 1,900 


50-54 


f 1,900 
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